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MONDAY, JUNE 27, 1955 


Untrep States SENATE, 
CoMMITTEE ON THE Disrrict or CoLUMBIA, 
Washington, D. C. 

The committee met, pursuant to call, in room P-38, United States 
Capitol Bulding, at 3:05 p. m., Senator Matthew M. Neely (chairman 
of the committee) presiding. 

Present: Senators Neely, Bible, McNamara, Morse, Beall, Allott, 
Case, and Hruska. 

Also present: Leo Casey, clerk of the committee, and, Murray 
Weight, assistant committee counsel. 

The Cuatrman. The committee will be in order. 

Gentlemen, this meeting was called for the purpose of endeavoring 
to find appropriate ways and means of averting a threatened strike, 
which, if it should occur, would paralyze transportation in the District 
of Columbia and subject the entire population of the Nation’s Capital 
to inconvenience unlimited and hardships unnumbered. A quorum is 
present. Senator Morse, who has been diligently addressing himself 
to the solution of the impending transportation problem, is recognized. 

Senator Morsr. Thank you, Mr. Chairman. I shall be very brief. 


STATEMENT OF WAYNE MORSE, A UNITED STATES SENATOR FROM 
THE STATE OF OREGON 


Senator Morse. Senator McNamara’s subcommittee met the other 
day and we discussed the pending industrial trouble of the Capital 
Transit Co. The committee, of which I am a member, discussed the 
pending labor dispute of the Capital Transit Co. which may very well 
end up ina strike anda lockout. It seemed to me that it is just perfectly 
wasteful for us to sit by and let that strike develop if there is any way 
by the use of our good offices as a committee and the Commissioners, 
as Commissioners, to prevent that strike. We can take judicial notice, 
Mr. Chairman, and members of the committee, that that strike will be 
settled on the identical terms that it could be settled on now after the 
strike has wasted thousands and thousands of dollars and cost the Gov- 
ernment a great deal by loss of governmental service through lateness, 
and what not, which happens when the transportation system goes 
down. 

I am not one that supports compulsory arbitration, but I am one, Mr. 
Chairman, when you are dealing with public utilities vested with the 
public interest, that enjoy great benefits from Government on both 
sides, labor as well as capital, who believes that commonsense ought 
to reign. The parties to public utility labor disputes ought to recog- 
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nize that the public has the right for them to use the rules of reason 
rather than the jungle law of economic force in settling their differ- 
ences. I have seen many of these public utility strikes, and the inter- 
esting thing is that you can almost invariably before the strike ever 
occurs sit down and pretty well determine in advance how it is finally 
to be settled. You can on this one, too. ; 

Apparently we have some special circumstances involved in this dis- 
pute. You have a capital transit company that is not making money at 
the present time if I am correctly informed about it ; the most it is mak- 
ing now is 3 percent on the stock. This is not the time or place for us 
to discuss its past financial practices. I sat for a long time last year on 
the special hearing of this committee on the Capital Transit affair. 
We all know that Capital Transit Co. cut a melon of dividends when it 
took over this company and there was a considerable amount of differ- 
ence of opinion as to whether its financial policy that it practiced when 
it took over this concern was in the public interest. But now is not 
the time to thresh that old straw. The question before us is, are we 
going to see what can be done in order to reach a peaceful settlement 
of this dispute? 

In the hearings last year on the Capital Transit Co., we found man- 
agement that was adamant on this matter of arbitration. I see by the 
paper this morning Mr. Broadwater says in effect what he said a year 
ago when we were suggesting some satisfactory arbitration clause. 
Mr. Chairman, I seriously question whether any public utility is en- 
titled to a franchise if it takes the position in this modern day and age 
that it is going to handle its labor problems in accordance with its own 
will and determination irrespective of the public interest. I do not 
look with much enthusiasm upon a management that takes the position 
that it is against arbitration in the public utility field. I do not think 
it becomes the company to take that position any more than I thought 
it was very becoming of the union last year in another matter. You 
remember the cross-examination I put those officials to when we had 
this matter of employing colored people on the Capital Transit 

It was perfectly evident to me that the union had not been very co- 
operative and enthusiastic about getting colored people in the employ- 
ment in the operation phases. The record will speak for itself. I did 
not approve of the attitude as first expressed by the union, and you 
notice that there was a modification of the union attitude before we 
finished those hearings a year ago. 

se that as it may, Mr. Chairman, I think the Capital Transit Co. 
is confronted with a financial problem here that the Congress or the 
Commissioners or somebody is going to have to face, and why do not 
we face it before we waste all the money through a strike? If the 
figures of the Capital Transit Co. are correct, and I have every reason 
to believe that they are, they cannot meet the increases that these work- 
ers believe that they deserve and that an arbitrator in part might 
award—lI do not know what the decision would be. : 

What I want to point out, Mr. Chairman, is a hypothesis. Suppose 
you went to arbitration and suppose the arbitrator came down and 
yecommended X cents of increase on wages and recommended or 
decided Y plan for health benefits and Z plan for vacations. The 
Capital Transit Co. again is up against the situation that it has not 
got the money to pay them. Now, haye we any right to ask the em- 
ployees to subsidize the public in this matter because that 1s what you 
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would be doing if a fair, impartial third party decided that you ought 
to have some increase in benefits for these workers? I do not think 
we have any right to sit back as a people that are in the last analysis re- 
sponsible for municipal government here and say to the workers that 
we are awfully sorry but you just got to take it on the chin and you 
cannot get what a judicial mind says you ought to get because the 
Capital Transit Co. has not got the money. 

The Capital Transit Co. is performing a terrificially important 
governmental service. It is performing a service not only for the 
business interests of this community but for the governmental inter- 
ests of this community. You’ve got to have this mass transportation. 
That raises the second question I want to mention that we discussed at 
some length last year in our hearings, whether or not we have any 
right to ask the mass transportation riders in the District of Colum- 
bia to pay an unreasonable cost for transportation, Your costs are 
already pretty high and these riders are very important to the oper- 
ation of the Government. The business of this District is Government 
business primarily. I do not believe that the nonriders, the people 
who can afford to get to work by other conveyances, the business in- 
terests and the Government itself have any right to expect the bus 
riders and streetcar riders of this town to pay a form of subsidy by 
way of transportation costs that are unreasonable, as I think they 
will be if you continue to boost up the fares in this town. 

That brings us to what I think is the $64 question. Have we 
reached the point now in this Capital Transit situation in Washing- 
ton, D. C. where we have to go through a costly strike and the economic 
loss that goes with it in order to get the powers that be to see that 
some assistance has got to be prov ided the C apital Transit Co. if you 
are going to operate this transportation system without charging fares 
that are inequitable # ? [think that is the question before us, Mr. Chair- 
man, and I am perfectly willing to consider that maybe you've got to 
handle this by way of some tax benefit ; maybe you've got to handle 
it by way of some other form of benefit to this company. 

Let it be perfectly clearly understood that I do not think anyone 
on this committee would drag his feet longer than the Senator from 
Oregon in avoiding a municipally owned transportation system. I 
would like to make it work on the basis of private enterprise. Yet, 
as you read the reports of the mass transportation experts in this 
country, what do they uniformly seem to point out? They uniformly 
point out that in city after city ‘of any sizable population, mass trans- 
portation is a losing proposition for the investors—it is not a good in- 

vestment at the present time—and so you get to the point as to 
whether or not the public interest warrants at least some cooperative 
financial arrangement between the municipal government and the 
transportation ‘system, It is not for me to recommend here, off- 
the-cuff this afternoon, what that system should be, but I would 
not be surprised that within the very next few years we will find 
across America that complete private ownership of many transporta- 
tion systems will have to come to an end because private investors 
cannot afford to own them. In many towns of our country there has 
been in recent years an increase in the buying out of these transporta- 
tion systems by the municipality. I am not passing judgment on 
this this afternoon. I am saying it just does not make commonsense to 
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me to go this next month into days of waste and inconvenience by 
a strike in this town simply because you have a Capital Transit Co. 
that from the financial standpoint maybe cannot pay the increase that 
you may find on a study of the facts the men are entitled to, or be- 
cause you have for that matter a Captial Transit Co. that still thinks 
that it ought to be allowed to have the complete say as to what proce- 
dures it is going to follow in settling an industrial dispute. I do not 
believe in the public utility field that privilege could long endure. 

Now that in essence is my position on this, and I have the following 
recommendations : 

First, that letters similar to the ones that have been drafted under 
Senator McNamara’s committee’s instructions be sent to the Com- 
missioners, to the company, and to the union, asking for information 
as to what they are really doing to try to prevent this strike. 

Second, that the committee give further consideration to sugges- 
tions for some financial aid to this company because I think that is 
the heart of this whole thing. I do not think the lesson has to be 
taught by way of economic ways and that is all this strike is going to 
produce. I just think it is incredible and nonsensical, because you 
are going to settle this thing finally on exactly the same terms and 
conditions that you could settle it now. 

Now do not get the idea I say to the members of this committee 
that you are going to get a different settlement on the basis of trying 
to make people hungry or trying to make a company in worse finan- 
cial condition than it is now. I think the day is gone where the use 
of economic force in that way very materially changes the final de- 
cision in the settlement of the dispute in a public utility field. It 
may still in some private industries, but it always strikes me as a 
pretty archaic way for sensible people to try to reach an agreement 
on a problem when they know they got to have it solved. 

With that I recommend that we at least recommend to these parties 
that they arbitrate this dispute and find out who it is that will not 
arbitrate, if somebody will not arbitrate, and we take up with the 
Commissioners and the Public Utility Commission this problem of 
financial assistance to this company. 

The CHarrman. Senator Morse, do you make that a motion? 

Senator Morse. I make that a motion. 

(Off-the-record discussion.) 

Senator Arxorr. Is there no clause at all, Senator Morse, in the 
contract about arbitration ? 

Senator Morse. Not that requires them to arbitrate. They have 
provisions in there for grievances, but under the terms and condi- 
tions of the contract the management takes the position that it inter- 
feres with managerial rights. 

Senator McNamara. I have a notice here that was put out by the 
Union and it states as follows: 

The existing contract between the union and Capital Transit Co. binds both 
parties to arbitrate any issues not otherwise peaceably settled. 
I have no further evidence than just that. 

Senator Casr. Is not this an expiration of the contract? 

Senator Morse. That is right. The slate is clean and the boys are 
stiffening their necks for a battle. 
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Senator McNamara. I suppose some of you people know, and I 
certainly do not know, does this transit company pay anything in 
the nature of a wheel tax to the community ? 

Senator Beaty. No, not that I know of. 

Senator McNamara. Do you know the answer to that, Senator? 

Senator Morse. I do not know the answer. 

Senator Beaty. I do not think I ever heard of it. 

Senator McNamara. How long have they had this franchise? 

Senator Bratu. Four or five years, this particular company. 

I have been informed they pay a tax on the streetcars as well as on 
the buses. 

Senator McNamara. Then there is an existing tax that the District 
does collect. That would be a good place to consider giving them 
relief, if you were going to give them relief, because that would 
probably involve a large amount of money. 

ae Bratu. I have been informed they have asked for that 
relief. 

Senator McNamara. Whether you call it a subsidy or not, this 
would be something to consider. 

Senator Morsz. Mr. Chairman, you remember last year when we 
had our hearings and we had all this discussion about the declining 
financial status of transit companies all over the country. We had 
quite a discussion then. In fact, sooner or later we are going to face 
the fact that the Government owes something to this company for the 
transportation service it renders in getting Government employees 
to work. I do not know what that figure should be, but it is some- 
thing that they ought to go into and if the facts showed that the 
company is entitled to something I want them to get it. I do not 
like to see this Government bogged down because the employees and 
a utility vested with the public interest decide that they are just going 
to fight it out. 

Senator McNamara. Mr. Chairman, it would seem to me that this 
company would not be in a position to be so much opposed to arbitra- 
tion if you indicated to them what this motion implies, that you would 
seek a means of giving them some relief. Since the motion contains 
both of these elements, it might be helpful. 

Do you agree with that, Senator Morse ? 

Senator Morsgz. I agree with that. I am willing to do anything 
that is reasonable to try to get these people to sit down and see if they 
cannot go along with some procedure that will stop the strike. 

Senator Breaux. I think Senator Morse’s point is well taken. 

Senator Casz. Mr. Chairman, I wonder whether doing that in this 
framework is the most effective way to doit. I must confess to almost 
a rigid opposition to arbitration with any compulsory connotations 
to it, even in the field of a utility operation, and at this stage, when the 
mediators are still working and the company and union are still 
negotiating, I do not think I would be prepared to say that this com- 
mittee ought to intervene. 

I just do not think it is our position to do it, and I say that with 
great deference to the Senator from Oregon, recognizing that his ex- 
perience is long and mine nonexistent in this particular. situation. I 
fully agree with the general proposition that what he has suggested 
ought to be given consideration here. But to announce at the outset 
that this is the way it ought to be done I think is premature. 
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Senator Morse. I respect that point of view and the Senator from 
New Jersey is not opposed to compulsory arbitration any more than I 
am in labor relations generally. We have a strange capacity here as 
Senators on this committee. As you have heard some people say in a 
jocular way, but there is a terrific truth in it, we are municipal 
fathers—we are the city council in the last analysis. We are alder- 
men, and I think the citizens of the community have a right to look to 
their municipal government, at least to the top level of the municipal 
government, to use their good offices to prevent the kind of waste that 
it is going to produce. | think you have got to take this out of the 
hands of the parties at the present time, if we are correctly advised. 
I think the company simply says here is a labor demand that runs so 
high over what we are able at the present time to pay that we just 
cannot pay it, and undoubtedly labor is asking for more than a third 
impartial party would grant. There have been too many labor cases to 
assume that the demands of labor in this instance are the minimum to 
which they are entitled. Somewhere above what they are now getting 
and what labor is asking for I would assume the evidence would show 
the union is entitled to something. I think as aldermen we ought to 
at least make perfectly clear to the parties that we do not look with 
favor upon their failure to reach an agreement short of a strike and a 
lockout. That is in essence what I think. 

Senator Atiorr. Mr. Chairman, may I ask whether Senator Mc- 
Namara will relinquish this card or will furnish one to be put in the 
record? Now the reason I do this is because I asked the Senator from 
Oregon a few minutes ago whether arbitration was a part of the con- 
tract and was required under the contract in this instance and I ob- 
tained a “No” from him. But the only assumption that you can make 
from this card apparently put out by Walter J. Bierwagen, president 
of the employees union, is just the opposite. Now, actually my own 
inclination as to what I would do in this matter depends upon an 
answer to that question. I do not think that people have to arbitrate ; 
I think an employer in most instances and an employee are entitled to 
resort to the ordinary means, but if he has agreed that in certain in- 
stances he will arbitrate, then I think in good conscience he is bound 
to do it. I am perfectly willing to abide by your statement because I 
think you know what the situation is here, but this card cannot be con- 
strued except in the opposite sense. 

Senator Morse. I am relying on my recollection from the hearings 
last year. The only arbitration provision was as to matters of griev- 
ance during the life of the contract. Here, as I understand the situa- 
tion, we are dealing with the expiration of a contract and negotiations 
for a new contract, and the company is under no obligation to 
arbitrate. 

Senator Attorr. Does your motion include that we expect them to 
arbitrate ¢ 

Senator Morse. No, that we urged them to give consideration to the 
desirability to arbitrate. 

Senator Atiorr. I am perfectly willing, Mr. Chairman, to go that 
far. 

. The ee Without objection, the card will be inserted into 
the record. 
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(The card referred to is as follows :) 


IMPORTANT 


1 


CAPITAL TRANSIT WAGE AGREEMENT EXPIRES MIDNIGHT, THURSDAY, JUNE 30 


After 8 weeks of negotiations, the union has been unable to settle any of its 
differences with Capital Transit Co. .This company, which has paid Mr. Wolfson 
325 percent in 5 years on his original investment and is paying him 24 percent 
more this year, has refused to offer its employees a single cent in increased 
wages. 

The existing contract between the union and Capital Transit Co. binds both 
parties to arbitrate any issues not otherwise peaceably settled. 

Peaceful arbitration, guaranteeing uninterrupted bus and streetcar service, is 
the traditional method for settling labor disputes in the transit industry. 

The agreement is about to expire. Negotiations are stalemated. The 
union is willing to submit all issues to impartial arbitration in accordance with 
the agreement. If this Wolfson enterprise is willing to follow the arbitration 
procedure of the agreement, there will be no interruption of bus and streetcar 
service next week. So far, Capital Transit has refused to arbitrate. 

Because the situation is critical, Capital Transit employees through their 
union are appealing to you for support in their effort to avert any interruption 
of bus and streetcar service. This dispute can be settled peaceably, through 
arbitration. The union is doing its part. 

Sincerely, 


. 


WALTER J. BIERWAGEN, 
President, Division 689, Amalgamated Association of Street, 
Electric Railway, and Motor Coach Employees of America, AFL, 
Washington 4, D. C. 

JUNE 23, 1955. 

Senator McNamara. Does the motion include the approval of these 
three letters ? 

Senator Morse. My motion will cover the following points: 

First, that we authorize the sending to the Commissioners and to 
the parties to the dispute a letter which recommends that the “y seek 
to settle their differences short of a strike and a lockout, including a 
consideration of the desirability of arbitrating their differences short 
of economic action. 

Second, that we notify them that the committee stands ready to use 
its good offices to be of assistance to them in any way that it can be 
in settling this dispute short of economic action. 

Third, that we advise the city officials, the Commissioners particu- 
larly, that we think immediate consideration should be given to any 
proposal for making available to the Capital Transit Co. any financial 
aid that they can show on the merits they are entitled to by way of 
supplying the District with mass transportation service. 

The Cuatmrman. Are there any further remarks ? 

If not, we will vote on the motion. 

(The motion was approved by voice vote, Senator Case dissenting.) 

Senator Atnorr. Mr. Chairman, I would like to call the attention of 
the chairman to the fact that under the restatement of Senator Morse’s 
motion these letters would have to be rewritten. 

Senator Morsgr. Yes, rewritten. 

The CHarman. The committee is adjourned. 

(Whereupon, at 3: 40 p. m., the committee adjourned 
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THURSDAY, JUNE 30, 1955 


UnItTep Srates SENATE, 
SUBCOMMITTEE ON Pusiic HEALTH, 
Epucation, WELFARE, AND SAFETY 
OF THE COMMITTEE ON THE Distrricr or COLUMBIA, 
Washington, D, C. 

The committee met, pursuant to call, in room P-38, United States 
Capitol Building, at 11:15 a. m., Senator Pat McNamara (chairman 
of the subcommittee) presiding. 

Present: Senators McNamara, Morse, and Case of New Jersey. 

Also present: Leo Casey, clerk of the committee, and Murray 
Weight, assistant committee counsel. 

Senator McNamara. The committee will come to order. 


STATEMENT OF J. A. B. BROADWATER, PRESIDENT, CAPITAL 
TRANSIT CO. 


Senator McNamara. You are Mr. Broadwater ‘ 

Mr. Broapwarter. I am, sir. 

Senator McNamara. We have your letter at hand, and we would like 
to know to start with, is your position this morning the same as it was 
on June 29 when you wrote this letter, or is there any change? 

Mr. Broapwarer. No, sir; there have been some modifications on 
that. 

[ first apologize to Commissioner Spencer for saying what I said 
publicly prior to handing it to you in advance of this meeting. 

Yesterday, at the invitation of Commissioner Spencer I met with 
the District Commissioners at a meeting in =e they made a pro- 
posal for possible settlement of this strike threa 

The Commissioners’ proposal was, if lopiclative action was taken 
to relieve the company of the gross-receipts tax and the school bill 
was passed providing through the authority vested in the Public 
Utility Commission for an adjustment i in the present 3-cent fare, would 
the company be willing to pass moneys generated by those two actions 
over to the union. 

My statement in reply to the Commissioners’ proposal, to which I 
promised to give an answer this morning, is as follows: In accord- 
ance with the | suggestion made by the Board of Commissioners yester- 
day, and since discussed by officials of the Capital Transit Co. and its 
board of directors at this morning’s meeting, the company agrees that 
how, when, and to the extent increases in school fares and r elease from 
gross-earnings taxes provide additional revenue, the company agrees 
that these revenues will be earmarked for wage increases for the union 
«employees, and represent a final settlement of all differences, including 
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demand for pensions, welfare, and other benefits, and that labor and 
pension contracts shall run concurrently for a period of 1 year. 

We are prepared to accept Commissioner Spencer’s proposal as a 
means possibly of ending the strike threat. 


STATEMENT OF SAMUEL SPENCER, PRESIDENT, BOARD OF 
COMMISSIONERS OF THE DISTRICT OF COLUMBIA 


Mr. Srencer. Perhaps I ought to make one statement with respect 
to that, Mr. Broadwater. 

It was not part of our proposal. As we proposed that, it was not 
part of the proposal we made that those funds would represent a final 
settlement with respect to this thing. What we were suggesting was 
that you would use those toward meeting union demand. We didn’t 
take any position with respect to whether that would take care of the 
union’s demand, or whether there would have to be additional amounts 
before you could reach a settlement with them. 

Mr. Broapwater. In our meeting in your office yesterday, it was 
my understanding of your proposal] that that would be final, and that 
would not be a starting point from which we would be expected to 
add something more to it. 

I believe I stated that to you. Isthat correct ? 

Mr. Srencer. I don’t recall—I think there was a little misunder- 
standing, if that was the way you understood our position. 

Senator McNamara. Are we to assume at this point that you made 
a certain proposition, 1, 2, and your proposition was accepted, and 
whether or not it should go beyond that is not part of your proposi- 
tion in any way ¢ 

Mr. Srencer. That is right. 

Senator McNamara. In fact, you do accept the proposition as 
accepted ? 

Senator Casr. I do not understand that to be so. 

Senator McNamara. [am trying to get it right. 

Is that correct, or not ? 

Senator Case. I think there is an additional counterproposal in- 
volved, if I am correct. 

Senator McNamara. It doesn’t involve the Commission. 

Senator Casg. I don’t understand that the Commission made more 
than a suggestion that this be considered. 

Senator McNamara. Let’s try to get what we have before us correct. 

The Commissioner did make a proposition, and we have an indi- 
cation now on the part of management that they accept that proposi- 
tion this morning, as far as it goes. 

Senator Case. I don’t understand that. I think the Commissioner 
asked a question. 

Mr. Spencer. Senator, we simply didn’t take any position at all 
as far as whether these funds would be sufficient to satisfy the union’s 
demands. If Mr. Broadwater wants to take that position, that is up 
tohim. We didn’t attempt to get into the negotiations to that extent. 
Our only suggestion was that it seemed to us that if the company 
would agree to use those revenues to meet the union demand, that 
that might be a source of getting this thing off dead center; and 
if the union knew they were going to have some funds available, pro- 
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vided these legislative changes went through, that then they might 
be willing to postpone the strike for 30 days and see what developed. 
That was the sum and substance of the proposition. 

Senator Morse. Mr. Chairman, for my own clarification, may I 
state this to Commissioner Spencer in question form. 

Am I correct in my understanding, Commissioner, No. 1, that yes- 
terday the Commissioners through you suggested to Mr. Broadwater 
and the company representatives that a 30-day postponement of this 
strike be arranged for, if possible ? 

Mr. Spencer. Yes. 

Senator Morse. That was your first proposal. 

Second, to implement that proposal, did you call to the attention 
of the company representatives that there is pending legislation in the 
Congress that seeks to eliminate the half fare allowed for schoolchil- 
dren now in effect in the District. That if and when that bill was 
passed by the C ongress, any benefit accuring to the company there- 
from should be put in escrow or in trust, so to speak, to be applied to 
economic settlement of the collective bargaining negotiations now go 
ing on between the parties. 

Mr. Spencer. That is the general idea. I don’t know if you could 
go as far as to say the fund would be in escrow, but it would be a com- 
parable fund to meet the union demand. 

Senator Morsr. Those funds should be earmarked for purposes of 
settling this industrial dispute. 

Did you include in your suggestion to the company that the gross- 
receipts tax might be waived by way of appropriate legislation; that 
if it should be so waived, the economic benefit to the company result- 
ing therefrom should be earmarked for funds to be used in meeting 
union demand in this case; is that part of your proposal 

Mr. Srencer. That is correct, sir. Iam not sure that we said actu- 
ally earmarked, but simply, if there were a total of, let us say, $800,000 
of annual revenue, that we would estimate would accrue from these 
two sources, that they would then use that amount to meet union de- 
mand. There is a technicality about earmarking funds. 1 don’t 
know that you would actually earmark any particular funds, but 
dollarwise the thing would balance out, that is our conc ept of it. 

Senator Morsr. Next, the misunderstanding between you and Mr. 
Broadwater, if there is a misunderstanding, is over the question as to 
whether or not your proposal to the company yesterday was intended 
by the Commissioners to be the total economic settlement that would 
be available to the union if the school-fare bill passed, and gross- 
receipt tax exempted, you did not intend to offer the company the 
suggestion that that would place a ceiling under which the economic 
negotiations would have to be limited to the settlement of the issues in 
this dispute. 

Mr. Spencer. No, sir. 

Senator Morse. And, Mr. Broadwater, your understanding was 
that that was to be a fact ? 

Mr. Broapwater. Senator, perhaps Mr. Spencer didn’t understand 
it. But I stated specifically, sir, so that there would not be any mis- 
understanding about this subject when I was going to present it to 
my board this morning. And I stated to Commissioner Spencer that 
my understanding was that if these two legislative actions as proposed 
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by him were passed, and the fund generated, I agreed to give what- 
ever fund they did generate to the union in final settlement of the 
problems that we are now involved in. That was my understanding. 
I so stated it. Perhaps the Commissioner missed it, but that is the 
proposal I submitted to my board of directors this morning, and that 
is the proposal that they authorized me to accept. 

Senator Casr. Just to be sure your board did not turn down the 
proposal as Mr. Sjencer presented it in unqualified form, it just was 
not presented ? 

Mr. Broapwater. It was not even considered, sir. 

General Lane. Mr. Chairman, I was a participant in the negotia- 
tions. Perhaps I can clarify the difference here. 

As Mr. Broadwater states, he did very categorically limit our propo- 
sition to what he has stated here today. ‘There was no other consider- 
ation proposed by us at this time. only that these funds would be used 
in this way. I think the point is—and we agreed to it, there is no 
question about that—we did not propose any further negotiations, 
or anyhing beyond this. However, we did not imply in any way, 
either, that this would be a conclusive and final settlement of all issues 
involved. And I think that is the point that Commissioner Spencer 
has made. 

Senator McNamara. You didn’t say that there should be or 
shouldn’t be, you just took no position ? 

General Lane. That is right. 

Senator McNamara. Apparently that is the situation. 

General Lane. Mr. Broadwater has made an accurate statement 
of what we have understood. 

Mr. McLaventrn. There was an additional exchange where we 
said we didn’t know what more the union would want. 

Senator Morse. Mr. Broadwater, there are issues other than call- 
ing for an increase in wages. 

Mr. Broapwater. Very definitely ; yes. 

Senator Morse. And those issues would not in any way be covered 
by these funds ? 

Mr. Broapwater. My proposal is that this wraps up the package 
and settles the dispute, at least for a period of 1 year. 

Senator Morse. In effect, it would eliminate consideration of these 
negotiations of all issues in dispute except the money issue of wages? 

Mr. Broapwarer. Well, Senator, it never eliminates consideration, 
anything may lead to a solution; I wouldn’t want to go so far as to 
say it limits the solution. 

Senator Morse. When you say for 1 year, that would be the final 
settlement, it automatically eliminates it, doesn’t it, that 1-year 
period. 


Mr. Broapwarer. I thought you asked me if we would consider 
other things. 

Senator Case. You mean that you would not consider anything that 
costs more than the total of the proceeds of these two actions? 

Mr. Broapwarter. I didn’t say I wouldn’t consider it. I think it is 
only fair to tell you that if my recommendations were followed that 
I wouldn’t recommend anything further than this. 

Senator Morse. Would you read that statement for me just once 


more, because I don’t think that statement corresponds to what you 
are now saying. 
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Senator McNamara. You read it. 

Senator Morse (reading) : 

In accordance with the suggestions made by the Board of Commissioners yes- 
terday, and since discussed by officials of the Capital Transit Co. and its board 
of directors at this morning’s meeting, the company agrees that how, when, and 
to the extent increases in school fares and relief from gross-earnings taxes pro- 
vide for additional revenue, that these revenues will be earmarked for wage 
increases for union employees, and represent a final settlement of their differ- 
ences, including demand for pensions, welfare, and other benefits, and that labor 
and pension contracts shall run concurrently. 

I would say from that statement, Mr. Broadwater, that means that 
you are going to grant wage increases to the extent that these funds 
will allow, but that you are not going to grant any of the demands 
in regard to pension, welfare, and other benefits. 

Mr. eames I think that is a fair interpretation. 

Senator Morse. I think it corresponds to my statement as to what 
the proposal eeally 3 is, that we take these benefits, if any, that would 
accrue from this legislation and apply them to the wage demand of 
the union, and then, for 1 year, that is the end of it. 

Mr. Broapwater. That is correct. I added the “l-year.” That 
was typed very early, and I didn’t have an opportunity to review it 
except on my way over here, and I have added that to the statement. 

Senator Case. Is this an important point, that is, do you care 
whether it all goes to wage increases ? 

Mr. BroaDwATER. Very definitely. 

Senator Cass. You do care about it ? 

Mr. Broapwarer. Yes. 

Senator Case. I don’t quite get the significance. Why is it 
important ? 

Mr. Broapwater. Now you are getting into a problem. I will tell 
you why. Economically, it makes no difference to us. It is the same 
number of dollars whether it goes for one thing or the other. But 
where you have a labor union, representatives always come forward 
with the proposal that your wage rates are lagging. And I think by 
applying the fringe benefits, which generally are overlooked by every- 
body, although they cost a great number of dollars, the importance 
of that is lost in the whole picture. That is the reason why I am pro- 
posing that whatever funds these two proposals may generate be 
awarded in the form of wage increases, to run somewhere in the neigh- 
borhood, based on very hurried calculations, making a consider able 
amount of assumptions, that are more or less tentative at the moment, 
and are subject to possible revision upward or downward, somewhere 
in the neighborhood of 8 or 914 cents an hour. That is about what 
these funds would generate, again making certain assumptions. 

Senator Casr. May I ask at this point, Do the provisions of the 
pension and other plans bring about this result, that an increase in 
the wage rate would automatically increase the expense to the com- 
pany of those other things, that is, are the benefits under pension 
plans, welfare plans, and whatnot, geared to the wage rate ? 

Mr. Broapwarer. In their concurrent proposal, if accepted, it would 
be, because they are proposing that pensions be established on the basis 
of the maximum earnings of the employees’ wage earnings. 

Senator Case. That is not so now under the present contract ? 
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Mr. Broapwarer. No. The present pension contract provides a 
$70 a month pension for all employees with 25 years of service, at 
the age of 65. 

Senator McNamara. Are there any further questions / 

Senator Morse. Two more questions, Mr. Chairman. 

We are to understand, are we, Mr. Broadwater, that if this hypo- 
thetical plan of yours should be adopted, that the retroactivity would 
be to the date that the funds from the legislation if passed become 
available to the coffers of the company, and not to a termination of 
the present contract, which is June 30, or July 1? 

Mr. Broapwarter. Termination date, did you say ! 

Senator Morse. Yes. 

Mr. Broapwater. Well, I don’t know as I am exactly clear—— 

Senator Morse. Let me restate the question. Am I to understand 
that any benefits that would flow to the members of the union as a 
result of the settlement would not be retroactive to July 1, but would 
be retroactive only to the date that the legislation was passed, and the 
company proceeded to receive money into its coffers from the effects 
of this legislation. 

Mr. Broapwarer. That is correct, sir. 

Senator Morse. So that this automatically also eliminates the issue 
from your negotiations as to retroactivity. 

Mr. Broapwarter. That is correct, sir. 

Senator Morse. Next, would you state to us again—I know your 
views very well, because you and I had an interesting discussion at 
some length, you recall, some months ago, about this matter of arbitra- 
tion. We weren't in agreement then and I am not sure that we are 
going to be in agreement now, but we at least ought to have the record 
at this place show a very brief résumé of your reasons why you do not 
think you should agree to voluntary arbitration in case such as this. 

Mr. Broapwater. Yowrwould like my views on that ? 

Senator Morse. Yes,“ because I don’t want it compulsory. I am 
just as much against compulsory arbitration as a man could be. I 
would like to see parties in all utility cases, where they get certain 
privileges from the Government through their franchises agree to 
voluntary arbitration whenever they possibly can do so. I would like 
to know what there is about this particular case that makes voluntary 
arbitration unacceptable. 

Mr. Broapwater. You understand that we could arbitrate differ- 
ences under the contract ? 

Senator Morse. During the life of the contract you arbitrate so- 
called grievances. 

Mr. Broapwarer. That is correct. And that. goes on from year to 
year during the life of the contract. There are many reasons why we 
are opposed to arbitration of a new contract: No, 1, as you gentlemen 
well know, we do not have control over the revenues that are provided 
to this company, that is, controlled almost exclusively by the Public 
Utilities Commission. It is just fundamentally wrong, in our opinion, 
where one regulatory body controls the revenue that you may receive, 
to have some so-called third party, however impartial he may be, to 
fix financial obligations on the company in which he has no respon- 
sibility of providing the funds to meet the obligations that he may 
assess against the company. It is very easy, as you gentlemen know, 
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for an individual to pass out other peoples’ money, disburse it gener- 

ously. It has been the history of arbitration that that is true. I think 
we would commit suicide if we submitted this controversy to arbitra- 
tion. 

No. 2, I don’t think the constituted officers of a corporation should 
relinquish its authority to contract with unions or anybody else. I 
think that is their responsibility. I think that is vested in them by 
the stockholders of the company, I think they are expected to function 
in accordance with that authority. 

That is our principal objection to arbitration. 

Senator Morsr. Under the Railway Labor Act, these great railroad 
disputes in this country are to all intents and purposes settled by 
agreed-upon voluntary arbitration procedure through emergency 
boards, and the Interstate Commerce Commission has a pretty good 
record where one of those emergency boards gets benefits beyond the 
ability of the company to pay, of granting increases in rates. Do you 
think that if a board of arbitration should grant this union something 
that your Public Utilities Commission w ouldn’t take that into account 
in its designations ? 

Mr. Broapwater. Well, I think they probably would give some 
consideration to it. And without pointing the finger at the present 
members of the Public Utilities Commission, which are new—two of 
them are, I believe—I think I should give you a concrete example of 
why we lag away from that situation. 

Last January, the Public Utilities Commission put out an order 
that according to their estimated rates that they provided would pro- 
vide the transit company with an income of $1,480,000 on an annual 
basis. The actual facts are that the fares which they fixed provide 
$740,000. So, I am $700,000 in the hole on that proposal. 

The history of that goes back much further—and this is not directed 
at any particular person—it has been the situation since 1949, which 
was the time that we came into this picture. There has not been a 
single rate order put out by the Public Utilities Commission that has 
produced the revenue that their rate order said it would produce, not 
a single one. 

With that history behind us, refer to the fact that after you enter 
into contractual obligations to start disbursing money it is months 
until you can get through the mechanics of the ‘Commission any more 
hope for relief. So that is the history of it. You probably heard the 
testimony, or read it, I suppose you did, you men of the committee. I 
think the former chairman of the Commission supports my statement 
when he said before your committee, or some committee over here, 
that not since World War II has this company earned a fair return 
on its property devoted to public use. That is his statement, not mine. 
I support it, it is a fact. 

So I ask you, gentlemen, how in the world can I make firm con- 
tractual commitments for the disbursement of money with that his- 
tory behind me? I am hopeful that the present Public Utilities Com- 
mission might take a different approach to the thing. It is most 
urgently needed. 

Senator McNamara. Commissioner Weston. 

Mr. Weston. I merely want to say that the question of fair return 
doesn’t enter into this problem whatsoever, except as Mr. Broad- 
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water objected, the PUC has always provided this company with 
operating expenses, and more of a margin than any other transit 
company in the United States gets proportionately. They have been 
well treated on the fair return side. But that is totally apart from the 
fact of operating expenses. 

Senator Morse. One more question. We are confronted as a com- 
munity now with the very serious prospect of a work stoppage and a 
shutdown of the transportation system. You can speculate as to its 
duration. It might be of short duration, it might be a tough strike, 
with all parties losing. Do you disagree with me, Mr. Broadwater, 
when I say that whatever that final solution is gomg to be, 1 day, 
10 days, 10 weeks from now, it is going to be a solution that reasonable 
minds ought to be able to agree wpon in advance of this strike if we 
would just sit down and try to figure out what the essential settle- 
ment is going to have to be? I have seen this happen so many times 
in industrial history in this country. A costly strike goes on, and 
then it is settled and everybody says, “We ought to have known that 
was a fair solution at the very beginning. why didn’t somebody offer 
such a fair solution in the very beginning ¢” 

What I am pleading for this morning—and I will make the same 
statement to the union leaders—why can’t the parties to this dispute 
see that to end this dispute there is going to have to be a settlement, 
and offer the settlement now, because you are going to cost yourselves, 
and labor is going to cost itself, and the public is going to suffer 
millions of dollars loss in this strike proceeding. I should think we 
ought to take those losses into account in determining the economic 
settlement now and plow some of the sure losses into this settlement 
in advance of the strike. I just want your observation on that. 

Mr. Broapwarer. Senator, I think most of these so-called indus- 
trial disputes you refer to are eventually settled, they are those types 
of upheavals whereby the management of the company has control 
over its destiny. You only have to look in this morning’s paper or 
last night, I have forgotten. to see where the steel people have said, 
“We will give you this money, but the price of steel is going to be 
$6.50 a ton higher.” I don’t have that privilege. This money comes 
from an entirely different source, and I can only obtain what the 
Public Utilities Commission provides. 

I think that is a factual statement. It does not, of course, apply 
to railroads because they, likewise, are regulated. 

Senator Morse. We frequently have transit strikes in the cities of 
America, and they get settled. Sometimes they get them settled at 
the last hour, but whenever they are settled they are settled on the 
terms and conditions that the parties might just as well have agreed 
upon in advance and saved the losses. 

Mr. Broapwarter. Well, I am very happy to say that in the last 6 
years I have been here I have only had 1 strike of short duration. 
That, in itself, to my mind, indicates that we are certainly reasonable 
people. But we could have had strikes several times. But we tried 
to look at this situation on both sides of the picture. 

I want to make it perfectly clear to you gentlemen, I am not opposed 
to high wages and high salaries, 1am for them. But you have got a 
situation here in the transit business, who is going to pay those salaries 
and wages? They are going to be paid by the individual who has to 
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ride the transit system unless somebody is going to subsidize them. 
That is the only place we have to get it. 

Senator Morse. What do you think the effect in the increase is going 
to be as far as the number of riders is concerned? Aren’t there going 
to be fewer ? 

Mr. Broapwarter. That is right. 

Senator Morse. And the increase that you are asking for is going 
to reduce your riders, don’t you think ? 

Mr. Broapwater. There is no doubt about that. 

Senator Morse. I have no more questions, Mr. Chairman. 

I want to talk to the union representatives in due course. 

Senator McNamara. Senator Case. 

Senator Case. Just a couple of questions on the factual side of this 
thing. 

Last Sunday’s paper states that the company officials estimated the 
union package would cost $7 million a year. I wonder if you could 
first tell me if that is an accurate report of your estimate; and, second, 
break it down roughly into the various items of cost. 

Mr. Broapwater. Well, I didn’t make the estimate. I don’t know 
where the $7 million originated, probably with som@ statement with 
some official of the company discussing the matter broadly. I think 
it is predicated on the fact that if the company gave the union 100 
percent of everything they were asking for, the probable cost would 
be in that range. They asked for 25 cents wage increase and we know 
1 cent cost $83,000. So you only have to do a little multiplying and 
you have got your actual labor cost of something in excess of $2 
million. 

The pension, I believe, is a matter that cannot be accurately deter- 
mined. But I think under their proposal, I think the maximum pen- 
sion should reach somewhere in the neighborhood of $168 a month. 
There are some additional vacations, I believe, they asked for, some 
additional sick leave, some additional holidays, and some changes in 
operational practices—which, of course, is costly, too—I think we 
have to consider the $7 million not as a firmly fixed figure, it is in the 
range. I didn’t sit down and calculate it. I know what the labor 
costsme. That is $83,000 for 1 cent. 

Senator Casr. Do you stand by this estimate as a reasonable one, 
or is that—I just can’t understand it being that large, the fringe bene- 
fits costing you $5 million if the wage rate demand is about two. 

Mr. Broapwater. Again I say I can’t stand on it because I haven’t 
checked it myself. I wasn’t particularly concerned about it because 
everybody knows that labor didn’t expect to get what they asked for. 
That is the general pattern. They asked for a great deal more than 
they ever expect to get. So, what they ask for doesn’t bother me; it 
is what we have to give that is my concern. If that figure was $10 
million or $20 million it wouldn’t make any impression on me. 

Senator McNamara. Any further questions, gentlemen ? 

Senator Morse. I think that is all we need from the company officials 
at the present time. 

Senator McNamara. Do we have union officials here ? 

Senator Morse. I want to ask them a few questions. 

Do you mind my. going ahead ? 

Senator McNamara. anything you please. 
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Senator Morse. I want to read a paragraph or two from Mr. Broad- 
water’s letter to the committee. He says in a letter of June 29 to the 
District of Columbia Committee : 


In the early part of last January, in anticipation of the present events and 
circumstances, officials of Capital Transit Co. went to the Public Utilities Com- 
mission and stated we were coming before the Public Utilities Commission for 
an adjustment in our rate structure. Corporatewise, at that time, and prior 
to that time, we were not earning a fair return on the transit property inasmuch 
as in our previous rate case the Public Utilities Commission elected to place 
in effect a rate structure which produced only about half the revenue which the 
Commission stated it would produce. 

The Chairman of the Public Utilities Commission stated publicly that the new 
rate had failed. We were in need of a raise for corporate purposes, but we 
were realistic enough to appreciate the fact that our labor contract would run 
out at the end of June and that our employees, as they had always done in the 
past, would be insisting, among other things, upon an adjustment in their hourly 
rate. We could foresee nothing would be available, and we pointed out as per- 
suasively as possible that positive action should be taken. This was brought to 
the attention of the full Public Utilities Commission body. In short their reply 
was that the time was not propitious for an application and that they would 
not expedite it. They suggested the fall would be a more likely time. 

The matter was then taken up at our next board of directors meeting and 
after a full discusgjon, a special committee of the board visited the Public Utilities 
Commission to discuss the matter. The special committee met with the Public 
Utilities Commission early in March. On this occasion, as on the previous occa- 
sion, the Public Utilities Commission stated they felt an elimination of the gross- 
earnings taxes of Capital Transit Co. was possible and that the so-called school 
fare bill would be favorably received by Congress, and therefore it still was not 
a propitious time to apply for an increase. 

The history of the Public Utilities Commission’s recommendation as to the 
elimination of the gross-earnings taxes is a matter of record. 


(The full text of the letter is as follows :) 


CAPITAL TRANSIT Co., 
Washington, D. C., June 29, 1955, 
Hon. MATTHEW M. NEELY, 
Chairman, Committee on the District of Columbia, 
United States Senate, Washington 25, D.C. 


DeAR SENATOR NEELY: I am in receipt of your letter of June 28 regarding the 
present serious situation of Capital Transit’s labor negotiations and the possi- 
bility of a strike of our union employees, disrupting streetcar and bus service. 

The problem has been of interest and conscientious concern to us for some 
time. As a matter of fact, it has been a problem to which we have been trying 
to find the solution since early this year. We endeavored to exercise some fore- 
sight to avoid the very critical stage in which the negotiations now stand. 

We do not want a strike. We see no need for a strike. There need be no 
strike. The charge that the company welcomes a strike is without foundation. 
A strike can only result in needless physical inconveniences and irrecoverable 
economic losses to the community, the employees, and the company. 

In the early part of last January, in anticipation of the present events and 
circumstances, officials of Capital Transit Co. went to the Public Utilities Com- 
mission and stated we were coming before the Public Utilities Commission for 
an adjustment in our rate structure. Corporatewise, at that time, and prior 
to that time, we were not earning a fair return on the transit property inas- 
much as in our previous rate case the Public Utilities Commission elected to place 
in effect a rate structure which produced only about half the revenue which the 
Commission stated it would produce. The Chairman of the Public Utilities 
Commission stated publicly that the new rate had failed. We were in need 
of a raise for corporate purposes, but we were realistic enough to appreciate 
the fact that our labor contract would run out at the end of June and that 
our employees, as they had always done in the past, would be insisting, among 
other things, upon an adjustment in their hourly rate. We could foresee noth- 
ing would be available, and we pointed out as persuasively as possible that posi- 
tive action should be taken. This was brought to the attention of the full 
Public Utilities Commission body. In short, their reply was that the time was 
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not propitious for an application and that they would not expedite it. They 
suggested the fall would be a more likely time. 

The matter was then taken up at our next board of directors meeting and after 
a full discussion, a special committee of the board visited the Public Utilities 
Commission to discuss the matter. The special committee met with the Public 
Utilities Commission early in March. On this occasion, as on the previous occa- 
sion, the Public Utilities Commission stated they felt an elimination of the gross- 
earnings taxes of Capital Transit Co. was possible and that the so-called school 
fare bill would be favorably received by Congress, and therefore it still was not 
a propitious time to apply for an increase. 

The history of the Public Utilities Commission's recommendation as to the 
elimination of the gross-earnings taxes is a matter of record. 

As to the school fare bill, you know what happened to it. On the Senate side 
the provision for Public Utilities Commission authority over school fares got 
complicated with other matters within an omnibus bill and only got as far as 
the Senate Calendar when it was recalled for further study by a member of your 
committee. On the House side, the school fare bill was promptly passed, but 
when it got over to the Senate side it was referred to your committee and then to 
a subcommittee. There the matter stands. 

In the meantime, June was getting closer and closer and our concern became 
greater and greater. Our responsibilities to the community, the people who have 
invested in Capital Transit and our employees became more pressing and imme- 
diate. Still we did not want to leave any stone unturned in an effort to place 
ourselves in a position that would possibly prevent a shutdown of our facilities. 
Again, a special committee of the board of directors called upon the Public Utili- 
ties Commission in early May and together with officials of the company restated 
our fears that unless we obtained prompt financial relief there was grave danger 
of a strike. This meeting, too, led to the same answer, that the Public Utilities 
Commission could not provide any immediate financial relief. The time had then 
passed when any partial relief could alleviate our financial situation. We were 
face to face with a dire corporate need for action. We had to finally take the 
step that resulted in our present petition on June 6. There still was some hope 
of persuading the union that it should defer any strike action until after the 
Publie Utilities Commission had acted on our petition. 

We suggested to the Public Utilities Commission that the proposed rates be 
allowed to become effective immediately and hold public hearings at a later date. 
If an increase was not merited in subsequent experience the fare could be adjusted 
downward. Our counsel stated this was legal and possible. The management 
considered it logical and reasonable and a possible means of forestalling a strike. 
It is now a matter of record as to what occurred. 

All of the above is water under the bridge. We do not intend to be critical, 
and we appreciate hindsight is better than foresight. We merely cite the facts 
as a means of setting forth our concern over the matter and of our efforts te 
avoid the present situation. 

However, we are now at where we are, and events and circumstances must be 
resolved under present conditions if the community, the company, and the em- 
ployees are not to suffer. We do no quarrel with the desire of our employees 
for more wages, better pensions, and more health and welfare benefits. It is 
only natural for them to want more money and other benefits for themselves 
and their families. Improvements would make them happier and management's 
job would be easier. We are not oversimplifying the matter, however, when 
we state we can give them nothing because we have nothing to give. We have 
to get the money from somewhere before we can give it to them. In the proc- 
ess, however, we cannot ignore our corporate needs or the return to which 
we are entitled under the law if the transit company is to remain under private 
ownership. 

The problem as of today, as we see it, can be solved very simply by taking the 
following steps: 

1. The union to agree to continue working with no change in the present con- 
tract for a period of 6 months. They can lose nothing by this. Certainly it 
would take weeks or months to recover economically from a strike if only 
of a short duration. 

2. The Senate immediately pass the House school fare bill, H. R. 3908. 

3. Congress immediately pass enabling legislation to provide relief from 
the gross-earnings tax. ; 

4. The Public Utilities Commission within the next month pass favorably on 
our present petition and on the passing of the school fare bill, additionally and 
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immediately fix the school fare at half the cash fare. Inasmuch as school is 
now closed for the summer, the financial effect of this would not show itself 
until the fall. 

5. Congress relieve the company of its financial responsibilities with respect 
to street paving, now generally worn out by traffic other than transit, and snow 
removal costs. 

6. Relieve the company of the costs of public hearings other than its own costs. 

If these events occur quickly and in sequence, we would then be able to 
experience the practical results of the additional revenues and be in a position 
to renegotiate with the union about December 1 on a basis that would be realistic. 
However, this should not be considered as a blank check for the union but only 
as an opportunity that would provide them with some reasonable degree of ob- 
taining betterments should the revenues warrant it. 

May I repeat, Senator, that our only source of revenue is the fare box. There 
is insufficient now coming in from that source to consider an adjustment for our 
employees. Any adjustment that can be made in the future must come from the 
transit rider under present circumstances. It is as uncomplicated as that. 

As to arbitration of the dispute we have long and carefully considered the 
desirability of such a step. However, it is our considered judgement that man- 
agement cannot wisely delegate to a third party the future contractual obliga- 
tions which must be paid for by the transit rider, and which could prove finan- 
cially disastrous to this company. 

I trust that I have not been too lengthy in this letter but I feel so concerned 
I had to recite the sequence of events in the hope that you would have a clearer 
picture of where we stand today. 

A strike would be deplorable. I trust you will use your good offices and the 
prestige and influence of your committee to bring about a solution as suggested 
above. 

Sincerely yours, 


(Signed) J. A. B. BROADWATER, 
President. 
Senator Morse. Let me make clear to you gentlemen that I am 
fully appreciative . the propriety of this matter. You are a quasi- 


judicial tribunal. I don’t want you to think for a split second that 
[ think any public official in a legislative body has any ethical right 
to seek to put any pressure upon you gentlemen in connection with 
carrying out your judicial function. As a lawyer, let me assure you 
that is not the purpose of my question. I do think that when we 
have an emergency situation such as this involving a threat of shut- 
down of our transportation system in this city, that eventually you 
are going to have brought before you at least some facets of that prob- 
lem in your judicial capacity. 

We do have this letter from Mr. Broadwater that I interpret as 
being one in which he at least has not looked with favor upon the fact 
that he has not received a decision from your Commission at this time 
on the request for increases in fares. Now, all I ask for—and I want 
to make this very clear, Mr. Chairman—all I ask for is that you feel 
free to discuss with this committee whatever you want to discuss with 
us in regard to your relationship to this matter. If you have any ad- 
vice to give the committee, if you have any information to give the 
committee in regard to the matter that you think would be helpful to 

us in carrying out our legislative duties, we want it. 

On the other hand, I want to make clear to the press, we are not in 
anyway criticizing you gentlemen as judicial officers by asking you to 
come up and co onsult with us today in regard to this matter from the 
standpoint of the rate structure issue that is inevitably going to be 
involved as the result of this strike. 

If I had made myself clear, I would like to hear anything you want 
to say. 
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Mr. Hayes. With respect to the question of the time element, Sena- 
tor Morse, the company applied for this rate increase on the 6th of 
June. A notice of hearing was issued on the 10th of June, and we 
started hearing on the 21st of June, which I believe is consistent with 
all dispatch. 

Now, presently the hearing is in the shape that only the company 
has presented its case. In keeping with custom, their figures and 
what they presented are being studied by the experts so far as the 
Commission is concerned. And as soon as we are in a position to— 
and it looks as though it will be sometime in the middle of the month 
of July, according to our experts—we will reconvene the hearing and 
take the testimony and the cross-examination of the company, and 
the presentation of the Commission’s case. 

We would certainly take into consideration any amendment that 
the company saw fit to present to us having to do with any new struc- 
ture created by reason of that wage situation. 

As you have been good enough to say, we would put ourselves in an 
anomalous position, as We see it, were we at this time to indicate any 
decisions with respect to it. We assure you of all the dispatch of 
which this situation is capable. 

I can’t address myself, as you will understand to the suggestions of 
this communication, because at that time I was not a member of the 
Commission. If any of these other gentlemen who were members 
want to address themselves to that personally, perhaps they would 
do so. 

Mr. Weston. I was, and 1 would be glad to say, at the outset of 
every conference we had, we said, “This is a management decision, 
you bring a rate case when you want to, we are not going to interfere 
with that in any way, shape, or form.” After that the discussion be 
came generalized about what—they were looking for suggestions on 
the legislative side, this, that and the other thing—and there was some 
crosstalk which gives rise to Mr. Broadwater’s conclusion. But that 
is a matter up to management. They came in and said to us, “We 
want a so-called ‘quickie’ fare increase, we want you to go ahead and 
raise fares without a hearing, in short.” 

And we said “No,” because this next case we have got to make a 
production out of it, we have got to go into a lot of things this time. 
It is not some matter that we can just say that the company wants 
money, and therefore they are going to get more money, We are going 
to go into all the facts and circumstances as it is our duty todo. And 
we are not going to give any “quickie” fare increase as they wanted. 

That disposes of these allegations about this conference. 

Senator Morsr. No formal petition for hearing was filed until 
June 6? 

Mr. Weston. No. 

Senator Morsr. But these earlier discussions have bee carried on 
as early as January, as Mr. Broadwater said in his letter. In those 
conferences it was made clear to the company that they had to make 
the decision as to when they filed their petition. 

In that conversation, you say there was a basis for Mr. Broadwater 
to conclude that the Commission formally thought that the case 
should be delayed for some time ? 

Mr. Weston. I think there is plenty of basis for that; yes, sir. 
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Mr. McLavucuuin. I was chairman at that time, Senator Morse, and 
these conferences always drifted off into this question of this pend- 
ing—at that time I don’t think it was even pending—the proposed 
change in the school rate, and also the possibility of tax relief. As you 
recall, the Public Utilities Commission did recommend to the Board 
of Commissioners some treatment of that subject. 

Senator Morsr. I have no more questions. 

Senator McNamara. If there are no more questions— 

Mr. Broadwater ? 

Mr. Broapwarter. I would like to reply to that, if I may. 

Senator McNamara. Surely. 

Mr. Broapwatrer. What Mr. Weston said is true about what was 
stated to the company, that it was legal prerogative to ask for in- 
creases or file applications whenever they saw fit. I think we have 
to brush away in this discussion the legal technicalities. I am at the 
merey of the Commission, and inasmuch as they opposed a lot of our 
fighting that was going on last August, we were down there seeking 
their assistance. When they tell me that they don’t consider now is 
the time to file an application, it is quite natural, even though I had 
a legal right to do it, that I kind of go along with their wishes. 

[ think it only fair to say that the present Chairman of the Com- 
mission has acted with dispatch in disposing of the application when it 
was filed. I think it is also fair to say to this committee that in these 
discussions about our right to come in and file applications Mr. Wetson 
also said it wouldn’t do us any good, because he would sit on it for 2 
or 3 years if we did. So we had just as well brush these fine technicali- 
ties out of the picture. 

I compliment the present Comunission chairman for setting this 
thing down for prompt hearing. I am sure that he is going on with 
it as fast as possible. 

Mr. McLaveutiy. I think that I was chairman of the Public utili- 
ties Commission at that time. I don’t recall any such remarks hav- 
ing been made by Mr. Weston. But I do recall that we always told 
the company that we would handle the case at any time they wanted to 
bring it in with all the dispatch that we could give it. 

And General Lane was in on those conferences. 

General Lane. Mr. Chairman, I am the third member of the Com- 
mission who was present at these meetings. I would like to make a 
statement. 

I think it should be made clear that in Mr. Broadwater’s judging 
of the temper of the Commission or receptivity of the Commission to 

1 fare increase, there was no discussion of the merits of the fare in- 
crease. ‘The discussion and the appraisal involved was as to the tem- 
per of Congress, and whether an application for a fare increase might 
jeopardize the legislation which was pending or was about to be rec- 
ommended. I think that that should be made clear, and that opinions 
were given*on that score only, and that we did emphasize that it 
was a management decision as to whether and when a request for 
a fare increase was to be made. I also don’t recall Mr. Weston 
making any such statement. I am positive that I stated that when- 
ever they decided to submit a request for a fare increase, we would 
consider it and judge it on its merits, and act as expeditiously as pos- 
sible upon it. 
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Senator McNamara. It has been estimated by the present chair- 
man that it would take a couple of weeks from now, in round numbers, 
to the middle of July. 

Mr. Hayes. That would be, of course, for the reconvening of the 
hearing. After the testimony has been taken, there would probably 
be rebuttal testimony, and then the matter still would have to be 
conside red. 

Senator McNamara. Somebody mentioned 2 years. 

You are not visualizing 2 years ? 

Mr. Hayes. No. 

Senator McNamara. I am trying to get you down to some reason- 
able time short of 2 years. What do you say, 2 months? 

Mr. Hayes. My colleague has just indicated September 15 is what 
he figures as being within the possibilities. 

Senator McNamara. Then we can forget the 2-year business? 

Mr. Hayes. Unquestionably. 

Senator McNamara. Because you are indicating that you are go- 
ing ahead. And I hope the management accepts “that ail the mem- 
bers of the Commission present are committed to a much more reason- 
able program than 2 years. 

Mr. Broapwarer. Iam delighted to know that. 

Senator Morse. I have no further questions. 

Senator McNamara. Is there any thing further to come before the 
meeting ? 

We have heard from the District Commissioners, the Public Utility 
Commissioners, and the Capital Transit Co. And we want to thank 
all of you for your cooperation. You have given us at least a little 
better picture than we had of the problem previously, and we hope 
we will have continued cooperation to avoid this catastrophe so far 
as the public is concerned. 

Mr. Broapwarer. Thank you, sir. 

Senator McNamara. The hearing is adjourned. 

(Whereupon, at 12:25 p. m., the “heari ing was adjourned. ) 
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THURSDAY, JULY 7, 1955 


Unurep States SENATE, 
SUBCOMMITTEE ON THE Pustic Heattu, Epucation, 
WELFARE, AND SAFETY OF THE COMMITTEE ON 
THE District oF COLUMBIA, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:35 a. m. in the Dis- 
trict Committee room, United States Capitol Building, Senator Pat 
McNamara (chairman) presiding. 

Present: Senators McNamara, Morse, and Case of New Jersey. 

Also present: Senators Beall, Hruska, and Allott; William P. Gul- 
ledge, counsel; Leo A. Casey, chief clerk; and Murray W. Weight, 
assistant counsel. 

‘Senator McNamara. The meeting will please come to order. The 
Subcommittee on the Public Health, Education, Welfare, and Safety 
of the District of Columbia Senate Committee is meeting this morn- 
ing to consider the emergency matters before us particularly the dis- 
continuation of service by the transit system, and possible legislation 
that might grow out of this situation. 

Certainly we are thankful to you people who have taken time to 
come here and try to help in the situation that confronts us. 
(The document referred to is as follows :) 


{S. J. Res. 87, 84th Cong., 1st sess. ] 


JOINT RESOLUTION To amend the joint resolution entitled ‘‘Joint resolution to authorize 
the merger of street-railway corporations operating in the District of Columbia, and for 
other purposes,” approved January 14, 1933, as amended 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the joint resolution entitled “Joint resolu- 
tion to authorize the merger of street-railway corporations operating in the Dis- 
trict of Columbia, and for other purposes”, approved January 14, 1933, as amended 
(47 Stat. 752), is amended by adding at the end thereof the following section: 

“Sec. 14. The charter and all rights of franchise of the Capital Transit Com- 
pany created by this resolution are hereby repealed in accordance with the terms 
of section 13 hereof.” 


Senator McNamara. The first witness this morning will be Mr. 
Broadwater, president of the Capital Transit Co. We are glad to 
have Senator Beall with us as a member of the District of Columbia 
Committee. 

Senator Morse, you might have something to add to what I have 
said. 

Senator Morse. As the author of the bill, I want to make a very 
brief statement not only in respect to the bill but in respect to the 
problems that confront our subcommittee and our full committee in 
connection with the pending stoppage of work in the District. of 


Columbia. 
255 
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First let me say at the outlet that I do not think Senate Joint 
Resolution 87, which is the resolution that proposes to cancel the 
franchise of oop hanen al Transit Co., is the emergency matter that 
really confronts ann ough I think it is the matter in regard to whic h 
the committee should isk some witnesses some questions today 

What I think all parties of interest ought to direct'their attention 
to, rather than to Senate Joint Resolution 87, is the question of ways 
and means of trying to restore-transpertation service in the District 
of Columbia, which is of primary importance today. 

.nd as an introduction to that problem T want to say the man 
representing the company whose views I want to hear more than all 
others combined is Mr. Wolfson. 

\s Chairman of the Board I think he is the key witness as far as 
being of maximum help to this committee with regard to the problems 
raised by Senate Joint Resolution 87. 

Needless to say I would that we could work out satisfactory arrange- 
ments with the company so that there would be no need for action 
on Senate Joint Resolution S7. I am not very optimistic about that 
but I never give up hope and I have gone through a great many labor 
controversies in my professional career much more serious than this 
one. I am very optimistic that men of good will and good faith can 
sit down and solve this problem. For the purpose of the record I 
want to include in the record at, this time a wire which I received from 
Mr. Wolfson yesterday, which 1 would like to read. 


7 
{ 


Senator WAYNE MORSE, 
United States Senate, Washington, D. C.: 


Have not heard from you directly, but understand that you want me in Wash- 
ington in reference to bill dealing with cancellation of Capital Transit Co. 
franchise. J. A. B. Broadwater, president, can testify on this matter if you 
desire. Would appreciate direct contact from your office if you still want me. 
Subpena is not necessary, willing to appear voluntarily. Will be at Beverly 
Wilshire Hotel, Beverly Hills, Calif., this weekend. 

L. E. WoLrson 

Senator McNamara. Here is a wire that just came in. 

Senator Morse. I will be glad to read that in the record as I read 
the committee's reply to Mr. Wolfson yesterday afternoon. 

After the receipt of Mr. Wolfson’s wire, the subcommitee met yes- 
terday afternoon and wired him as follows. Of course, may I say, 
Mr. Chairman, for the record that we had no address to send our reply 
to Mr. Wolfson other than the symbols contained on his wire which 
was sent from San Francisco, Calif., and those symbols were 

“OFHA004 Long DL PD- FH, San Francisco, Calif.” 

That is rather interesting in view of the fact that in his wire to me 
as acting c ‘hairman of the subcommittee he said, “Have not heard from 
you directly.” I am surprised that Mr. W olfson would express any 
comment to the effect that he had not heard from me directly when 
nobody seemed to be able to, as far as the committee was concerned, 
to find out where he was. Not only did his wire not give us an address 
to reply to, but as the chairman knows, we sent him the following wire 
late yesterday afternoon. 

ioe wire received. Broadwater, president, Capital Transit Co. was officially 
notified Friday, July 1 by general counsel of committee that your presence was 
requested at committee hearing scheduled for Thursday, July 7, 1955, 10:30 


a.m. Broadwater was asked to notify you to appear in your capacity as chair- 
man of the Capital Transit Co. board before committee and testify on pending 
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Capital Transit problems. He advised general counsel of committee that he was 
not sure that he could get in touch with you. You refer in your wire to fact 
that you have not heard from us directly. Obviously if president of your com- 
pany could not give us information as to your whereabouts we could not be 
expected to know where you had secluded yourself. 

In view of serious crisis which confronts the thousands of people in the Dis 
trict of Columbia who are dependent upon transportation service of your com- 
pany, it was our clear public duty to have you subpenaed for appearance before 
committee. We take judicial notice that you were fully aware of the fact that 
Capital Transit Co. was involved in threatened strike scheduled for midnight 
June 30. 

As an official of the company whose salary is really paid in the last analysis by 
the transit riders of the District of Columbia, your failure as head of a public 
utility to interest yourself personally by being present and available in Wash 
ington, D. C., would seem to indicate a lack of appreciation of your responsi- 
bility to the public in connection with this emergency. 

You will recall that on the witness stand December 8, 1953, you testified 
under oath in answer to the following question: “Will you state how much 
time you devote to Capital Transit Co.?” You answered in parts as follows: “I 
would say that I am in daily touch with Capital Transit Co. and their problems.” 

Your unavailability to the committee in this instance, plus the inability of 
the president of your company to advise us as to where we could locate you 
directly left us no alternative in carrying out our clear public duty except to 
authorize the issuance of a subpena which would assure in due course of time 
your presence before the committee. We are satisfied that you were aware of 
the fact that the committee desired your attendance at a hearing set for Thurs 
day, July 7, 1955, in plenty of time to have appeared at said hearing. Your 
belated communication to the committee by way of your wire today raises serious 
doubts as to your good faith in carrying out the clear responsibility that you 
owe to the people of the District of Columbia, as well as to your own stock- 
holders. 

Therefore, we have directed that there be issued against you a subpena to 
produce you forthwith before our committee. 

Mr. Chairman, I think it is very important that as far as the com: 
pany point of view on Senate Joint Resolution 87 is concerned, that we 
have the testimony in due course of time’ of the chairman of the board 
of directors. That is why we decided unanimously yesterday after- 
noon as a committee that a subpena forthwith should issue, because I 
think that the committee has been held up in its deliberations on this 
matter long enough by the chairman of the board. 

I think he owes it to the committee, he owes it to the public, and 
he owes it to the stockholders to produce himself here in Washington, 
D. C., to help us cooperate with the company, with the union, with the 
Utilities Commission and with the Board of Commissioners in trying 
to solve this crisis that confronts us. 

The chairman has just handed me a wire that he has received from 
Mr. Wolfson which I have not seen but which I will be very glad to 
read. 

Senator McNamara. None of us have read it. It was handed to me 
here since the meeting started. 

Senator Morse. The wire reads as follows, received this morning 7 
a.m. sent 7 a.m. this morning: 

Your. wire received, My stay on the coast, Beverly-Wilshire in Beverly Hills 
and Fairmont Hotel, here, certainly does not indicate seclusion. Serious crisis 
referred to in your wire due entirely to lack of vision and public interest on part 
of PUC especially Commissioner Weston. Check several meetings held between 
PUC and company officials prior to June 30 and you will be enlightened to the 
true facts of where the blame should be placed. You may be sure that I recog- 
nize my responsibilities to my stockholders, employees, and the public and your. 


committee. The press or public opinion created by your misieading statements 
will never force me to be dishonest to the many stockholders of Capital Transit 
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©o. all over this country. As Senators, you are paid by taxpayers such as my- 
self and millions of others. Would seem that you would stop wasteful spending 
of taxpayers’ money and have one subpena served me at Beverly-Wilshire 
without too much fanfare. I am making plans to leave for Washington per your 
request immediately. Will report to your office Monday July 11. 


L, E. WoLFson. 

May I say in all good humor, Mr. Chairman, that Mr. Wolfson’s 
attempt at face saving in this wire does not change the operative facts. 
The facts are that this committee last Friday sought to obtain Mr. 
Wolfson’s voluntary appearance before this committee. We couldn't 
even get any assurance from his representatives in the company as to 
where he was. 

The fact that Mr. Wolfson couldn’t even be located subsequently by 
marshals at the Beverly-Wilshire Hotel certainly supports the view of 
the committee that he was in seclusion in San Francisco yesterday. His 
name was not carried on the register of the hotel, so the committee was 
informed by Mr. Markey of the San Francisco Examiner who had a 
talk with Mr. Wolfson late yesterday afternoon. Mr. Markey called 
the committee early last evening to advise us that Mr. Wolfson was at 
the Fairmont Hotel, but he was registered under a different name, so 
Mr. Markey was advised. On that information we proceeded then to 
ask the necessary Federal officials to seek to locate Mr. Wolfson at the 
Fairmont Hotel and serve the subpena. 

I think that Mr. Wolfson’s telegram we have just seen or just read 
speaks for itself. In my judgment it convicts him of what the com- 
mittee has contended, namely, that he has been aware of this crisis in 
the District of Columbia; he was willfully absented himself from the 
District of Columbia; he had a clear duty in my judgment, and I think 
the committee shares my view on this, to be here in person and to co- 
operate with this committee in trying to work out a solution to this 
problem. 

I have no intention, Mr. Chairman, of wasting my time in exchange 
of unpleasantries with Mr. Wolfson, which he has engaged in in this 
wire because as a member of the committee I am going to continue to 
do what I can to restore transportation in this area. I want to take just 
a minute or two longer to make some specific suggestions on this rec- 
ord, to be available to the officers of this company, and to Mr. Wolf- 
son—as to what I think your clear public duty is. 

Another wire has been handed to me by the Chairman. I understand 
you would like to have me put it in the record. 

Senator McNamara. Yes, you might as well. 

Senator Morse. Atma’ to chairman of this committee, Pat 
McNamara. 

Your telegram July 6 to Louis E. Wolfson, Beverly-Wilshire Hotel, Beverly 


Hills, Calif., is undelivered. Addressee is out of the city. Time of return un- 


known. 
WESTERN UNION. 


National 8-7100, extension 263. 


Senator McNamara. The only purpose of putting that in the record, 
Senator Morse, is to indicate that we received this in reply to the second 
wire that we addressed to Beverly Hills. Wesent 1 wire to San Fran- 
cisco and 1 to Beverly Hills. j 

Senator Morse. I want to add to that that it is perfectly obvious that 
good-faith dealing on the part of Mr. Wolfson with the committee 
had he wanted te engage in it, placed upon him the duty to. notify the 
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committee last Friday where he could be reached. Had that been done 
there would have been no necessity of serving a subpena on him. We 
became satisfied that we were dealing with one who was adopting 
elusive and fugitive tactics and we had nothing to do but issue a sub- 
pena. I am for the subpena being served on Mr. Wolfson because on 
the basis of his record to date his assurance that he may be here on Mon- 
day would not be acceptable to me. I regret to have to say that, but I 
think now we have to assure the public that he will be produced and 
the only way that assurance can be given to the public is to see to it 
that that subpena is served. 

I know that the action of the committee will stand and the Federal 
officials will continue today to try to find Mr. Wolfson and see to it 
that the subpena is served. 

That is not the important issue, Mr. Chairman. The important 
issue is what if anything can be done to restore transportation service 
in the District ? 

I have a hunch, and it worries me very much because in the last 
analysis if my hunch should prove to be true, the people of the District 
are going to pay an increased bill as far as paying for the cost of trans- 
portation service in the District is concerned. My hunch is if this 
work stoppage continues much longer, we are going to find that a mini- 
mum of 10 percent, that is my guess, maybe as much as 15 percent 
of these riders will never return to this system. 

They are going to get into habits of transportation during this stop- 
page that will continue throughout the year. I checked into this mat- 
ter yesterday and find that that seems to be the experience in other 
cities where there is a prolonged breakdown in transit service. 

Riders just get the habit of getting to work other ways and they 
don’t go back to the system. I think this transportation system is 
very vital to the operation of the Government business. 

I think it could—I have consistently said this from the beginning— 
I think the company is entitled to cooperation from the Congress in 
the passing of any legislation that on the facts proved in a formal 
hearing it can be shown it entitles the company to some financial assist- 
ance by way of legislation from the Government. Yesterday Senator 
Neely in his capacity as chairman of the full committee and I in the 
capacity as chairman and speaking only myself of the Judiciary Sub- 
committee, issued a press release which I would like to have incorpo- 
rated in the record at this point. 

I will not take the time to read the press release, but I do want. to 
summarize it because as far as my questioning today is concerned most 
of my questions will be evolved around the suggestions contained in 
the Neely-Morse press release. 

Questions both from Mr. Broadwater and other members of the 
company, questions to the union, questions to the Public Utility Com- 
mission members, and to the Board of Commissioners. 

Senator McNamara. It will be included in the record without 
objection. 

(The document referred to is as follows :) 


[Press release] 


Senator Matthew M. Neely (Democrat, West Virginia), chairman of the Senate 
District of Columbia Committee, and Senator Wayne Morse (Democrat, Ore- 
gon), chairman of the Judiciary Subcommittee of the Senate Committee on the 
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District of Columbia, have issued the following joint press release on the Capital 
Transit strike: 

“The executive branch of the Federal Government has the primary responsi- 
bility of adopting whatever emergency procedures are necessary to restore trans- 
portation service in the District of Columbia under terms and conditions that 
will be fair to management, labor, and the public. The Congress has the clear 
responsibility to cooperate with the executive branch of the Government in pass- 
ing legislative proposals which the executive branch may recommend as neces- 
sary for a just and prompt settlement of the dispute from which the people of 
the District of Columbia are suffering. 

“It is not right and just that the employees of the Capital Transit Co. should 
be expected to subsidize the operation of the company by being required to 
accept wages and conditions of employment which are less than fair and equit- 
able simply because the company alleges that its revenues will not permit the 
payment of higher labor costs, The issue of fair and just wages and working 
conditions for the employees of the company should be determined independent 
of the company’s claim that it cannot pay higher labor costs on existing revenues. 
Then if the facts show that the company is entitled to some financial assistance 
from the Government in order to give the District of Columbia adequate trans- 
portation service and the workers fair wages and working conditions, the Con- 
gress should pass whatever legislation would be fair and proper in order to do 
justice to all interests concerned. 

“Regardless of the Capital Transit Co.’s past practices in connection with 
fhe depletion of its reserves by way of paying exorbitant dividends to its stock- 
holders, it may be true that the revenue which the company was receiving im- 
mediately before the strike from passenger fares was not sufficient to provide 
it with a fair and reasonable return on its investment. Certainly the company 
should have the full opportunity to submit facts on its claim that it must have 
additional revenue before it can pay additional labor costs. 

“Manifestly, the stockholders are entitled to a fair return as contemplated by 
existing public utility regulatory legislation. Obviously the company cannot 
pay a decent labor cost unless it receives adequate revenue to cover them, and at 
the same time pay its stockholders a fair return on their investment. 

“If the facts warrant it, the administrative officials of the District should con- 
sider recommending to Congress legislation which will provide the company 
proper financial assistance. It has been suggested that legislation be enacted 
to provide the company certain tax exemptions, school-fare increases, and cer- 
tain other assistance that justice may demand. The interest of the public must 
be properly safeguarded in the enactment of the legislation in question. 

“An impartial arbitration would provide the company a fair hearing for pre- 
senting the facts as to its ability to pay additional labor costs. It appears that 
the executive officials of the District should promptly decide what legislation, 
if any, is necessary to place some regulatory check by the Public Utilities Com- 
mission upon the dividend payment practices of the Capital Transit Co. Some 
consideration should be given to a temporary program that would provide the 
people of the District an emergency transportation service operated under the 
executive powers of the Government at such time as may be necessary to con- 
template settlement of the pending dispute through collective bargaining and 
legislative assistance or through the granting of a new franchise to some other 
company. 

“It would appear to be reasonable to ask both management and labor in this 
dispute to agree to resume operation of the transportation service of the Capital 
Transit Co. for 60 days, with the understanding that the executive branch of 
Government, thruugh the Federal Mediation and Conciliation Service, or through 
some other agency, public or private, will appoint an emergency board of arbi- 
tration, consistiug of 1 to 3 members, to arbitrate the merits of the dispute. 
Such arbitration should be conditioned upon the further understanding that 
the tribunal should have jurisdiction to grant or deny retroactivity to the date 
of the beginning of the strike with respect to any financial award made to the 
employees. If the parties to the dispute accept in good faith such proposal for 
arbitration, it follows that the executive and legislative branches of Government 
should cooperate in working out whatever financial arrangements the facts 
show to be necessary to permit the company to receive a fair return on its 
investment, consonant with efficient management.” 


Senator Morser. In this press release yesterday, Mr. Neely and I 
pointed out, Mr. Chairman and members of the committee, that the 
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company is entitled to a fair and reasonable return on its invest- 
ment. It has that obligation to the stockholders. Under regulatory 
legislation the company is entitled to that which means that the 
financial situation of the company, as far as revenue from the opera- 
tion of the transit system, is a question of fact and I don’t believe 
in arguing about questions of fact. As a lawyer I believe in finding 
what the facts are and these facts are determinative. We ought to 
find out what the revenue status of this company is as far as income 
from the operation of the system by way of fares is concerned. If 
that income is not sufficient to provide this company with a fair and 
reasonable return on its investment, which the stockholders are en- 
titled to, then I think it is perfectly clear that Congress has a duty 
to come to the financial assistance of the company. 

There is nothing new about that. We do it in connection with 
other regulated transportation systems in the country. When you 
really stop to see the financial benefits that the railroads of the coun- 
try get and the aviation lines of the country get, you see that the 
suggestion that some financial benefit to the company by way of legis- 
lation, if the facts warrant it, should be granted the company is 
nothing new in legislative policy. 

Second, in this press release however we point out—and I want to 
stress this—that this committee, this company, the Commissioners, 
the Public Utilities Commission, the citizens of the District of Colum- 
bia, have no right to ask the workers for this company to subsidize 
the company by way of working for wages and accepting hours and 
conditions of employment less than fair and equitable wages, hours 
and conditions of employment. If a stiff-necked attitude is going 
to be taken that you work for this or you don’t work at all, and we 
as a Congress stand by and let a company get by with that attitude, 
then in my judgment, by inaction we would be engaging in an anti- 
labor policy. We would be engaging in the last analysis in a union- 
busting practice or in a strikebreaking practice. 

That raises this criterion in wage determination of ability to pay. 
The cases are legion, that the issue of ability to pay is not an issue 
that an arbitrator has any right to make determinative in his decision 
when it comes to fixing what a fair and just wage should be. 

His first job is to determine what a fair and just wage should be. 
As the members of this committee know, you take a great many 
criteria into account when you do that. You take your historic pat- 
tern; you take wages paid for comparable work in the same area, 
and wages paid for comparable work on other transit lines in nearby 
areas. I will not go into detail on those criteria, but I do want to 
make clear that I do not think this company or the officials of this 
Government or the taxpayers of the District of Columbia have any 
right to take the position that these workers must work for a wage 
less than what is found on the facts to be a fair and equitable wage. 

That ought to be determined. When that is determined then I 
think this company has a clear right to take the position—if I un- 
derstand the position of the company, it is one of the arguments that 
they make—if a wage increase or so-called fringe benefits are granted, 
that it makes it impossible for the company to pay them and at the 
same time return to the investors a fair and reasonable return on their’ 
investment. Congress has an obligation then to step in, as does the 
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Public Utilities Commission, which leads me to the third point that 
Neely and I make in this press release, and that is that we do not 
think you can continue to impose higher and higher fares upon the 
transit riders in the District of Columbia and maintain a sound 
transit system. The record is very clear and I think witnesses for 
the company have so testified in recent testimony that their most 
recent fare increases had the result of decreasing the riders on the 
system. 

You just can’t solve this problem even if you wanted to adopt 
the policy that it is the line of least resistance or it is always easy 
to raise fares. 

You can’t follow the line of least resistance; that is what that 
would be in my judgment and keep a healthy transit system because 
people will stop riding on the buses in increasing numbers. The Pub- 
lic Utilities Commission has a responsibility and I know they will 
assume it, of determining what is a just and fair fare on the transit 
company line in view of all the interests involved. I will not take the 
time, Mr. Chairman, to review what we unanimously agreed upon. I 
see Senator Beall here. I am glad to have him here this morning. 
He will check and verify what I now say when we were unanimously 
agreed on our committee last year that there is a limit to which fares 
can be raised. 

We should not expect the mass transit riders of the District which 
by and large are your low-income groups, it doesn’t mean that people 
with subst: antial incomes don’t ride on the transit system but if you 
took a cross-section of the people who ride in the transit system and 
compare with a cross-section of the people who get to work by trans- 
portation other than mass transportation, you would find the result 
to be as we did last year that a large proportion of the riders on the 
mass transportation system come from the low-income brackets in 
the area. 

It is just not fair to take these low-income people and impose higher 
and higher transportation costs upon them. I say that, because their 
services are so essential to the operation of this Government. To use 
a hypothetical, if you just press the button that will result we will 
say magically in taking all these people out of Government service 
tod: ay, you would see how soon the wheels of this Government admin- 
istration would slow down and in some parts of it come to a complete 
halt. 

The operation of the District of Columbia’s No. 1 industry, Gov- 
ernment business, just could not function, in my judgment, for long 
efficiently without this mass transportation system. That is an argu- 
ment also not only in the interest of protecting the income interests 
and rights of the riders, but it is an argument also to protect the 
income interests and rights of the company. They have interests in 
this matter, and as this committee knows, I am “highly critical of 
the dividend policy of this company, but it is something separate 
and distinet from the issue that is before us today in regard to restor- 
ing a transportation system. It is something separate and distinct 
from the matter of assuring the company of a fair return from the 
transportation-fare collections for its investors. I want to stress that. 

can have my differences and do with this company in its adminis- 
trative practices, in its dividend practices, in its expressed on-the- 
record attitude toward labor policy, but that has nothing to do as far 
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as I am concerned with the rights of this company to a fair return on 
its investment and I want to know what the facts are. 

Coming to the last point, Mr. Chairman, of our press release yester- 
day, Senator Neely and I proposed—I repeat it today—I think that 
men of good faith and men recognizing the importance of this trans- 
portation system to the operation of this Government should give 
serious, I hope, favorable consideration to it. We propose, and I want 
to hear the union on it later as well as Mr. Broadwater, we propose 
that the parties at least sit down and negotiate on the proposition of a 
60-day truce, so to speak, a 60-day period of time for further negotia- 
tions in this matter until all interests concerned here can tackle these 
issues that I have raised—fares, legislation that will increase revenue 
if it can be justified, and the determining of a fair and equitable wage, 
hours, and working conditions for the employ €es 

Men of good faith and devoted to a give e-and-take attitude in re- 
solving differences I think can solve this along the lines of the Neely- 
Morse proposal. 

I think the union has a clear duty to go along with a proposal such 
as this, go back to work, take 60 days during which time we suggest 
that if the parties can’t select their own arbitrators that the executive 
branch of Government be called upon to appoint an arbitrator. 

I completely agree with the President of the United States, if | 
interpret his remarks yesterday correctly and I think I do, that cases 
such as this should be kept out of the W hite House. I don’t think that 
the White House ought to involve itself in labor disputes unless you 
get into a situation where the welfare and the safety and the economy 
of the Nation may become involved. 

I say that as one who has been involved in a great many so-called 
White House labor cases, because during the war on the War Labor 
Board and also in connection with some of these railroad cases a good 
many of them got to the White House but they got to the White House 
as a matter of last resort. 

I think under the Neely-Morse proposal, that there are agencies of 
the Government below the White House that the parties ought to go 
to for the appointment of a board of arbitration. I refer to one, such 
as the Federal Conciliation and Mediation Service and I have not any 
doubt in the world but what the Federal Mediation and Conciliation 
Service can appoint a fair board of arbitrators if the parties themselves 
ran’t do it. 

I think the parties themselves ought to appoint their own arbitrators. 
They ought to agree each one to Appoins 1 and the 2 they have ap- 
pointed to agree upon a third. If that can’t be done I suggest, which 
Is a very common pattern, that they call upon the chief judge of the 
district court to appoint the third or work out their own formula for 
the appointment of an arbitrator. 

Gentlemen, I think it is so important that an impartial board be 
set up to find the facts on the issues that I have enumerated here this 
morning. What are fair wages, what are the facts about the revenue 
situation of the company? What are the recommendations of a board 
of arbitration as to what the legislation should be, if any, that the 
Congress should pass? I think you owe it to the public. I think the 
public is entitled to that kind of industrial statesmanship from the 
union and from the company. 
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I may be wrong about it, but I am satisfied that as the public comes 
to understand the fairness of the proposal that Neely and I have made, 
you will find a great public support for it. I have gone through cases 
like this in which even during the war, when you even had the war 
effort involved we had people that did not want to arbitrate. I re- 
member that the first seizure case in World War II was the Toledo, 
Peoria & Western Railroad case. 

The only thing the War Labor Board asked Mr. MacNair, president 
of that company, to do was to agree to arbitrate the dispute and he 
adamantly refused. We did everything we could do to try to get that 
railroad to accept arbitration. They were breaking down the war 
effort all around Chicago because this was the loop line around Chi- 
cago and vital to the transportation system. It was the first case of 
seizure during the war. 

I want to say that Franklin Roosevelt adamantly refused for hours 
to sign seizure papers until finally, in response to a wire that he sent Mr. 
MacNair, he got a very impudent and insulting reply in which Mr. 
MacNair defied the President of the United States as Commander 
in Chief. Only then did the President issue the first seizure order dur- 
ing World War II. 

We had other cases somewhat similar, but in this instance I certainly 
think that you have not any such situation as exists in wartime. 

You have a situation in which men of good faith and good will ought 
to recognize the impartiality and fair procedure of a board of arbitra- 


tion to find the facts on the issues that I have raised. It is not com- 
pulsory arbitration. It is voluntary arbitration and I urge that the 
parties keep it voluntary, that they work out their own terms and con- 


ditions of arbitration. You are not going to settle this, gentlemen, if 
you take the position as was carried in the paper yesterday accredited 
to the vice president of this company, that nothing was going to be 
solved in this matter except the men go back to work with the com- 
pany taking the position that it was not going to grant anything. 

[ paraphrase it but I think that is what Mr. Giddings’ statement in 
the paper meant if he was correctly quoted. 

I respectfully urge before we proceed to discuss Senate Joint Re- 
solution 87, that the union and the company recognize that they have 
themselves now in a situation where they ought to be willing to 
submit the facts on their contentions to a board of arbitration. All 
right, you say, Mr. Senator, suppose they do that, what is going to 
be the binding effect of such an arbitration? And with this comment, 
Mr. Chairman, I close to listen to the testimony of Mr. Broadwater. 
The union in this case has indicated some adamant attitude in regard 
to this matter of retroactivity. Let me say that the issue of retro- 
activity is always an arbitrable issue. I think if a board of arbitra- 
ion is going to be given the responsibility of a judicial determination 
of the merits of the contentions of the respective parties, it should be 
free to determine the date of retroactivity, if any. 

Retroactivity in an arbitration issue sometimes can be as important 
a matter as any other. To speak of a hypothesis, suppose you have 
a regulated body such as a public utility and the board of arbitration 
is satisfied that X cents wage increase should be allowed if the date 
is September 1, but only Y cents if the retroactive date is to be 
August 1. 
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The question as to which date is to be accepted may be determined 
by the revenue income of the company. I think for a union to take 
the position that we will not arbitrate—I am not saying this union has 
reached that conclusion but in some of its press statements it is indi- 
cated that it wants retroactivity to the date of the strike. I think 
retroactivity should be left up to the board. 

This matter of the issue of revenue. I think the board should be in 
a position to recommend what it thinks the revenue needs of the com- 
pany are. That carries a responsibility to the Congress. I think that 
also the board should be in a position to make some recommendations 
in regard to the matter of fare. I think the parties should agree to 
accept as final and binding the recommendations of the board, con- 
fident that this Congress is not going to sit by and the Public Utilities 
Commission is not going to sit by and the Board of Commissioners of 

the District is not going to sit by after a company has acted in good 
faith and accepted an arbitration award and let you hold the sack. 
{ think that no group of public officials could get by with any such 
dereliction of duty. I think the soundest procedure for the company 
and the union to say is, “Although we don’t like the position we are in, 
we are willing to submit our case to the public through a board of 
arbitration, selected under terms and conditions that we work out 
ourselves.” I think you would have a restoration of public confidence 
in this company thi nt would surprise you. I also think you would 
have a restoration of riding on your buses that would surprise you. 

I am sorry I took so long, Mr. Chairman, but because I know that 
attempts are being made to misrepresent my position in this case, 
although the record has been a consistent one, 1 thought that somewhat 

detailed statement was warranted and I am going to throughout the 
hearings today—I think these hearings will last some time today— 
[ am going to press the union and the company and also the repre- 
sentatives of the Government for answers, for statements as to objec- 
tions, if any, to the Neely-Morse proposal of yesterday of a 60-day 
truce on this matter, a restoration of service and the submission of 
the whole matter to arbitration, the decision of the board of arbitra- 
tion to be final and binding. 

Senator McNamara. Thanks, Senator Morse. I think you have 
summed up the situation very well for the subcommittee. I would lke 
to make it clear, however, that this subcommittee has never considered 
the subject matter of the press release of yesterday or the 60-day truce, 
and the things you suggest in the press release are not matters for 
action of this subcommittee yet. 

Senator Morse. I want to emphasize that. It is only the personal 
suggestions of Mr. Neely and myself. 

Senator McNamara. The other part of your statement we have 
considered and we have subscribed to; you are enunciating the policy 
of the subcommittee. Senator Case, the other member of the sub- 
committee, may have some comment on what has been said up to now. 

Senator Casr. I have no comment. 

Senator McNamara. We take it that you agree with the statement 
I have just made that except for the matter ‘of the press release we 
are In agreement. 

Senator Casze. That is correct. 
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Senator McNamara. At this point I think we should call on our 
first witness, Mr. Broadwater, and hear what he has to say about the 
situation, 

Mr. Broadwater ? 


STATEMENT OF J. A. B. BROADWATER, PRESIDENT, CAPITAL 
TRANSIT CO., WASHINGTON, D. C., ACCOMPANIED BY EDMUND L. 
JONES, GENERAL COUNSEL, CAPITAL TRANSIT CO., AND E. CLEVE- 
LAND GIDDINGS, VICE PRESIDENT, CAPITAL TRANSIT CO. 


Mr. Broapwatrer. Mr. Chairman, and members of the committee, 
I didn’t know whether I was going to be called upon to have something 
to say. I was called over here to answer some of your questions. I 
will be glad to do so. 

Senator McNamara. We will handle it any way you wish. We 
thought you would want to make a statement. 

Mr. Broapwarter. I will be glad to make a few observations on some 
of Senator Morse’s comments. 

Senator McNamara. Fine. You may proceed in your own way, 
sir. 

Mr. Broapwarer. No. 1, I would like to challenge the Senator’s 
statement that my principal, Mr. Louis Wolfson, is in hiding, that he 
is a fugitive—I don’t believe you said “justice” did you Senator Morse ? 

Senator Morse. No; fugitive from the committee. 

Mr. Broapwater. That he is a fugitive, that he can’t be located. 
And generally that he is somewhat at the present moment apparently 
in the minds of you gentlemen not a very nice fellow. No. 1, following 
that further, I am sure you gentlemen recognize that being in the 
type of activity that Mr. Wolfson is in, the national publicity he has 
had, he is an open target for a great many crackpots. It has not been 
too long ago that the FBI contacted me personally and was very 
anxious to locate Mr. Wolfson, which involved a matter of the per- 
sonal safety of himself and his family. It is not unusual for Mr. 
Wolfson to stay at a hotel, not registered in his own name for those 
particular reasons. That is nothing unusual. 

If he is at the hotel, not registered in his own name, it is perfectly 
normal for a gentleman of his operations to be there as a guest, not 
registered in his name. 

It is my information that he was called yesterday at the Fairmont 
Hotel under his own name and was promptly reached. I didn’t call 
him because I had no occasion to call him. I didn’t know what hotel he 
was at. But I just wanted to get that clear for the Senator’s informa- 
tion. The gentleman has several very small children. I understand 
that they are with him on the coast, and he is extremely concerned 
about their safety, likewise that of his wife. 

I don’t think he pays too much attention about his own personal 
safety. And it is for that reason that if what has been recited here is 
true, I would just like to give you that very frank statement on it. 

I would like also to add, if I may be permitted to do so, that in my 
long association with Mr. Lou Wolfson, that I have never found a 
more straightforward, fairminded, upright, American anywere on 
this continent. In a great many respects, to his personal disadvan- 
tage in my Judgment, he does many things that could very well be left 
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undone—not in connection with business, but other things. For my 
book he is ace-high. I have seen nothing improper about his actions. 
I think this committee and several other congressional committees and 
grand juries have desired to question him. ‘He has always responded 
without subpena, I believe. 1 don’t think he has ever been subpenaed 
so faras I know. That is generally his record, Mr. Chairman. 

So much for that. 

As to the specific resolution that we are considering here this morn- 
ing, at least the committee is considering, I am frank to tell you that 
I haven’t given it any consideration. The first time I saw it was yes- 
terday afternoon in a very rush period and I don’t have any fixed 
opinion on it one way or the other. 

Senator McNamara. Are you suggesting perhaps we delay consid- 
ation of this resolution because it is c omparative sly new and you would 
like to have time for yourself and your legal staff to look it over’ 
That would be a reasonable request and we would be glad to recognize 
it. 

Mr. Broapwarer. Not at all. I am a little bit reluctant—as you 
go along you learn things—I am a little bit reluctant to make sug- 
gestions. I believe I made some suggestions to Senator Neely at his 

request and I thought that they were reasonable suggestions. 

He asked me to give him my views. I thought that as a courtesy 
matter he should have my views. I replied to his letter and stated 
what I thought, but subsequent to replying to that request, I was 
accused by somebody—I don’t remember who now, there has been so 
much hullabaloo here in the last few days that I don’t have the thing 
documented—somewhere I read where I had a shotgun then at the 
head of Congress demanding legislation. 

I think if you will read that letter I sent Senator Neely, you will 
be unable to find any demands I made in any way, shape or form. 

Certainly I am never going to place myself in a position of making 
any demands on the Congress of the United States. If they ask me 
for suggestions I will be glad to tell you what I think. If they don’t 
agree with them, that is quite all right. 

Senator McNamara. Would you like to make the letter you refer 
toa part of the record at this point ? 

Mr. Broapwarter. I would be delighted to if I may. 

Senator McNamara. This is the one dated June 29. 

Mr. Broapwater. If that is addressed to Senator Neely. 

Senator McNamara. Yes, addressed to Senator Neely, that is the 
letter you have in mind. We will make it a part of the record at this 
point so the record will show the reference. 

(The document referred to is as follows. ) 

CAPITAL TRANSIT Co., 
Washington 7, D. C., June 29, 1955. 
Hon. MattHEw M. NEELY, 


Chairman, Committee on the District of Columbia, 
United States Senate, Washington 25, D. C. 


DrAR SENATOR NEELY: I am in recepit of your letter of June 28 regarding the 
present serious situation of Capital Transit’s labor negotiations and the pos- 
sibility of a strike of our union employees, disrupting streetcar and bus service. 

The problem has been of interest and conscientious concern to us for some 
time. As a matter of fact, it has been a problem to which we have been try- 
ing to find the solution since early this year. We endeavored to exercise some 
foresight to avoid the very critical stage in which the negotiations now stand. 
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We do not want a strike. We see no need for a strike. There need be no 
strike. The charge that the company welcomes a strike is without foundation. 
A strike can only result in needless physical inconveniences and irrecoverable 
economic losses to the comnrunity, the employees, and the company. 

In the early part of last January, in anticipation of the present events 
and circumstances, officials of Capital Transit Co. went to the Public Utili- 
ties Commission and stated we were coming before the Public Utilities Com- 
mission for an adjustment in our rate structure. Corporatewise, at that time, 
and prior to that time, we were not earning a fair return on the transit prop- 
erty inasmuch as in our previous rate case the Public Utilities Commission 
elected to place in effect a rate structure which produced only about half the 
revenue which the Commission stated it would produce. The chairman of the 
Public Utilities Commission stated publicly that the new rate had failed. We 
were in need of a raise for corporate purposes but we were realistic enough to 
appreciate the fact that our labor contract would run out at the end of June 
and that our employees, as they had always done in the past, would be insist- 
ing, among other things, upon an adjustment in their hourly rate. We could 
forsee nothing would be available and we pointed out as persuasively as possible 
that positive action should be taken. This was brought to the attention of the 
full Public Utilities Commission body. In short, their reply was that the time 
was not propitious for an application and that they would not expedite it. They 
suggested the fall would be a more likely time. 

The matter was then taken up at our next board of directors meeting and 
after a full discussion, a special committee of the board visited the Public 
Utilities Commission to discuss the matter. The special committee met with 
the Public Utilities Commission early in March. On this occasion, as on the 
previous occasion, the Public Utilities Commission stated they felt an elimina- 
tion of the gross-earnings taxes of Capital Transit Co. was possible and that 
the so-called school fare bill would be favorably received by Congress, and there- 
fore it still was not a propitious time to apply for an increase. 

The history of the Public Utilities Commission’s recommendation as to the 
elimination of the gross-earnings taxes is a matter of record. 

As to the school fare bill, you know what happened to it. On the Senate side 
the provision for Public Utilities Commission authority over school fares got 
complicated with other matters within an omnibus bill and only got as far as 
the Senate Calendar when it was recalled for further study by a member of 
your committee. On the House side, the school fare bill was promptly passed 
but when it got over to the Senate side it was referred to your committee and 
then to a subcommittee. There the matter stands. 

In the meantime, June was getting closer and closer and our concern became 
greater and greater. Our responsibilities to the community, the people who 
have invested in Capital Transit avd our employees became more pressing and 
immediate. Still we did not want to leave any stone unturned in an effort to 
place ourselves in a position that would possibly prevent a shutdown of our 
facilities. Again, a special committee of the board of directors called upon the 
Public Utilities Commission in early May and together with officials of the 
company restated our fears that unless we obtained prompt financial relief there 
was grave danger of a strike. This meeting, too, led to the same answer, that 
the Public Utilities Commission could not provide any immediate financial 
relief. The time had then passed when any partial relief could alleviate our 
financial situation. We were face to face with a dire corporate need for action. 
We had to finally take the step that resulted in our present petition on June 6. 
There still was some hope of persuading the union that it should defer any strike 
action until after the Public Utilities Commission had acted on our petition. 

We suggested to the Public Utilities Commission that the proposed rates be 
allowed to become effective immediately and hold public hearings at a later 
date. If an increase was not merited in subsequent experience the fare could 
be adjusted downward. Our counsel] stated this was legal and possible. The 
management considered it logical and reasonable and a possible means of fore- 
stallinga strike. It is now a matter of record as to what occurred. 

All of the above is water under the bridge. We do not intend to be critical 
and we appreciate hindsight is better than foresight. We merely cite the facts 
as a means of setting forth our concern over the matter and of our efforts to 
avoid the present situation. 

However, we are now at where we are, and events and circumstances must 
be resolved under present conditions if the community, the company and the 
employees are not to suffer. We do not quarrel with the desire of our em- 
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ployees for more wages, better pensions and more health and welfare benefits. 
It is only natural for them to want more money and other benefits for them- 
selves and their families. Improvements would make them happier and 
management’s job would be easier. We are not oversimplifying the matter, 
however, when we state we can give them nothing because we have nothing to 
give. We have to get the money from somewhere before we can give it to them. 
In the process, however, we cannot ignore our corporate needs or the return to 
which we are entitled under the law if the transit company is to remain under 
private ownership. 

The problem as of today, as we see it, can be solved very simply by taking the 
following steps: 

1. The union to agree to continue working with no change in the present con- 
tract for a period of 6 months. They can lose nothing by this. Certainly it would 
take weeks or months to recover economically from a strike if only of a short 
duration. 

2. The Senate immediately pass the House school fare bill, H. R. 3908. 

3. Congress immeditely pass enabling legislation to provide relief from the 
gross earnings tax. 

4. The Public Utilities Commission within the next month pass favorably on 
our present petition and on the passing of the school fare bill, additionally and 
immediately fix the school fare at half the cash fare. Inasmuch as school is now 
closed for the summer, the financial effect of this would not show itself until the 
fall. 

5. Congress relieve the company of its financial responsibilities with respect to 
street paving, now generally worn out by traffic other than transit, and snow- 
removal costs. 

6. Relieve the company of the costs of public hearings other than its own costs. 

If these events occur quickly and in sequence, we would then be able to experi- 
ence the practical results of the additional revenu®s and be in a position to renego- 
tiate with the union about December 1 on a basis that would be realistic. How- 
ever, this should not be considered as a blank check for the union but only as an 
opportunity that would provide them with some reasonable degree of obtaining 
betterments should the revenues warrant it. 

May I repeat, Senator, that our only source of revenue is the fare box. There 
is insufficient now coming in from that source to consider an adjustment for our 
employees. Any adjustment that can be made in the future must come from the 
transit rider under present circumstances. It is as uncomplicated as that. 

As to arbitration of the dispute we have long and carefully considered the de- 
sirability of such a step. However, it is our considered judgment that manage- 
ment cannot wisely delegate to a third party the future contractual obligations 
which must be paid for by the transit rider, and which could prove financially dis- 
astrous to this company. 

I trust that I have not been too lengthy in this letter but I feel so concerned 
I had to recite the sequence of events in the hope that you would have a clearer 
picture of where we stand today. 

A strike would be deplorable. I trust you will use your good offices and the 
prestige and influence of your committee to bring about a solution as suggested 
above. 

Sincerely yours, 
J. A. B,. BROADWATER, 
President 

Mr. Broapwarter. It appears with respect to that particular incident 
instead of my holding the shotgun at the head of the Congress, some- 
one turned the field artillery on me. 

Be that as it may. I have no views on Senate Joint Resolution 87 
one way or the other. As I explained I have not had an opportunity 
to give it any consideration and the impact that it may have on the 
affairs of the transit company or the public transportation system in 
the District of Columbia. _ 

If in the wisdom of the Congress they see fit to pass a resolution, | 
will conform to any law that they pass, as we have always done. 

Senator McNamara. Thank you. Are there any questions of Mr. 
Broadwater ? 

Senator Beaty. Mr. Broadwater. 
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Senator McNamara. Senator Beall. 

Senator Beaty. Who has the authority to act for your company? 
Do you or your officers of the company or do you have to have a vote 
in your board to take such action as Senator Morse suggested perhaps 
that you have a truce for 60 days? 

Mr. Broapwater. That depends entirely on what the action is to be 
taken. It is well recognized that the board of directors establish policy. 
I don’t know what their position would be with respect to this par- 
ticular resolution. 

3ut I certainly would not on my own responsibility either endorse 
or object to it because I don’t know. 

Senator Brau. I wasn’t thinking particularly of the resolution, I 
was thinking more of Senator Morse’s suggestion that you go back to 
work and then begin to negotiate with the employee or through ar- 
bitration work out a fair settlement. 

Mr. Broapwarer. If you will give me just a minute I would like to 
add one other thing with reference to this specific resolution. The 
normal action that I would take with reference to that would be I 
would make a study of the effect this would have on the transit 
company and also the effect it would have on the public in Washing- 
ton and everybody dealing with it. I would place before my board 
of directors all of the information that I was able to assemble, and it 
would then be a question for them to say to me the company is for the 
resolution or opposed to it. I have no idea at this moment what posi- 
tion any individual member would take. 

Neither do I have any idea as to what position I may take as an offi- 
cer of the company or as a director. 

Senator Beaux. I wasn’t thinking particularly—to get back to my 
original question—I wasn’t thinking of the original resolution, I was 
thinking more of Senator Morse’s suggestion. 

Mr. Broapwater. Mr. C hairman, ‘and Senator Beall, strange as it 
may seem, I am in complete accord with a great deal of the remarks 
that Senator Morse made. I am in violent disagreement with him in 
just how the results are to be accomplished. As I understand his pro- 
posal, the transportation system should get moving for the next 60 
days and during that period of time this matter would be submitted to 
a board of arbitration, preferably one that would be selected by the two 
principal parties involved, which is the company and the union and 
the third one to be selected by those two arbitrators so selected by the 
parties. I think he made another suggestion that in the absence of 
agreement on that, that the arbitration board be appointed by the 
Federal Mediation Service. My views, gentlemen, with respect to 
arbitration are very well known to the public and are very well known 
to this committee. 

I think Senator Morse questioned me about that in the last hearing 
[ had. I believe my views are sound. While I regret the Senator 
doesn’t agree with them, I think my views are sound and for my 
part I don't see any possibility in the face of what we now have of 

receding from that position. 

Of course, I want to make it perfectly plain that we never take the 
position that irrevocably just forget the word, it can’t go back to. Up 
to the moment that is my position. 

That is the position of my board unanimously. Quite obviously I 
will have to stand on that course. 
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This company has had long experience with arbitration. They 
have been members of the panel of arbitrators selected by different 
methods. The difficulty with going into that procedure is this: 

The arbitrators are appointed and then they start to develop what 
they determine to be the facts. The union puts on their case. The 
company puts on their case. And sometime 2, 3, 6 months and in 
one case as long as 13 months, I am told before the decision is made, 
in all cases the decision has been retroactive. Well, that imposes 
upon the company the obligation to pay whatever award is made. 

And don’t fool yourselves that there will be an award made with 
increased wages and increased fringe benefits. 

There is no doubt about that. Then we find ourselves in the posi- 
tion where we have incurred a fixed sum, fixed obligation in sub- 
stantial amounts, we have gone along during the period of time the 
arbitration was being considered, under the same financial arrange- 
ments we had, when the award finally comes down, then we know 
what our expenses were for 2 months ago, 6 months ago, or 13 
months ago. 

Obviously you gentlemen certainly realize that no company can 
operate under any such financial arrangements. After the award 
comes down, we file an application with the Public Utilities Com- 
mission seeking relief. Well in some cases it takes an extended period 
of time for the Public Utilities Commission to act. 

Bear in mind we are already in the hole for the period of time 
that had gone by prior to the handing down of the award just how 
long the Public Utilities Commission takes is a matter that is more 
or less within their control. 

I have no control over that. But after putting in all the testi- 
mony before the Public Utilities Commission, then they bring in 
their experts and of course they put in some testimony and neither 
one of them agree. 

The facts are the Commission in all the cases that I have been 
involved in for the past 6 years, generally accepts the testimony of 
their expert witnesses as to what different fare structures will pro- 
duce and what the number of riders will be and the history is for 
6 years that every single case where they have issued an order, that 
has not produced what they said it would produce. 

Now, Mr. Chairman, I can overlook one error once in a while, 
but you have a history in my personal experience for 6 years that 
every single one of them have been wrong, it is difficult for me to 
have too much confidence in what may come out at some future case. 
You don’t have to, you only have to take our last rate case. The 
order came out, went into effect I believe January 31, 1954. 

It was proposed that we would earn under that rate order $1,480,- 
000, I believe. 

I am not exact about the specific figures, but somewhere in the range 
of one-million-four-hundred-some-odd thousand dollars. The actual 
records are that we earned about $740,000, So they were only half 
right. I think—and I am saying this with deliberate consideration— 
that with respect to that specific order, that the members of the Com- 
mission that had been on there considering that case, put that order 
out with deliberate intent or gross incompetency or one or the other. 

Senator Case. Deliberate intent of what ! 
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Mr. Broapwarer. Not to permit the company to earn the money that 
they thought was reasonable. 

Senator Morse. He said deliberate intent or gross incompetency he 
thought was the motivation of the order. 

Mr. Broapwarter. I want it specifically understood that I am making 
no reference to the present Chairman of the Commission, Mr. Hayes, 
or the other civilian or military officers, General Lane. I don’t be- 
lieve General Lane was on it at the time. 

So, Senator, when you say that the Public Utilities Commission 
should act on the basis of the facts, I am in accord with that but the 
probiem is how to get it done with any degree of accuracy, that is the 
problem, and with any degree of dispatch, and for those reasons I can- 
not in good conscience and in fairness to my company, and in fairness 
to everybody else, if you please, accept that kind of an arrangement 
where I make firm commitments for my company that require expendi- 
tures of dollars and then I have to trust to somebody else’s judgment 
as to where I am going to get the money from. I just can’t put myself 
in that position. I have always been hopeful. I have tried that pro- 
cedure over a period of 6 years. It hasn’t worked. 

I think you, Senator Morse, and you, Senator Beall, heard my views 
on the extreme delay and action by the Public Utilities Commission 
in the investigation you had in 1953. 

There has been nothing that has come about since then that would 
change my views. I do want to say this, that I am extremely hopeful 
and from what I have seen up to the present time, it is my considered 
opinion that Chairman Hayes and General Lane intend to do the best 
they can in good conscience with what they have to do with. 

Senator McNamara. Does that answer your question, Senator Beall ? 

Senator Bratz. I don’t know whether it answers the question; it 
expresses his opinion about the thing. 

Senator McNamara. Do you have any further questions? 

Senator Bray. He says the Commission was grossly incompetent. 
You mean that every one of the six cases you have had in the 6 years, 
none of them have produced the results—they are all incompetent ? 

Mr. Broapwarter. I don’t charge them with gross incompetency. 
The ones I am charging with gross incompetency to be specific and 
I have never talked behind a man’s back. If you go bake and look 
at the record, Mr. Chairman, and the action that the corporate officers 
of this company have taken, the action that its directors have taken, 
you can lay this present situation right square in the lap of Commis- 
sioner McLaughlin and Commissioner Weston. That is exactly where 
it belongs, and I submit that what I have submitted to this committee 
and to Senator Neely supports that statement. We saw this situation 
coming about way last January. We didn’t sit around and try to do 
nothing about it. We tried to get something done about it. 

I appealed to the Commission. The regular appointed committee 
of the board of directors appealed to them. And, if you please, the 
members of that committee were members of the—what has been 
classified here and in other places, as public directors. They were the 
ones who were on that committee. They outlined to them what was 
going to come about here on June 30. In several meetings with 
them, pleading with them to do something about this order that they 
put in January 31, 1954, where they said we will get $1,400,000 and 
we did not get it. We asked them to face up as honest people and 
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put out an order that would correct their mistakes. It is no disgrace 
to make a mistake if you do it unintentionally. And they should have 
done that. 

A couple of the directors called on the Chairman of the District 
Commissioners, Mr. Spencer, seeking his assistance in how to avoid 
this situation. 

The sum and substance of it was that we did not get any relief. 
This whole strike question is a matter of who is going to provide dol- 
lars. It is going to take dollars to settle this. And I want to go on 
record here now that I am not opposed to paying good wages to the 
employees of the Capital Transit &o. They have done a magnificent 
job. 

I don’t object to their asking for more money. I think they are 
probably entitled to more money. But the problem is where are you 
going to get it? That is all the answer is here. Where are you going 
to get the money ¢ 

Senator McNamara. Any further questions, Senator Beall ? 

Senator Brau. In 1952, 1953, and 1954 did the Capital Transit 
Co. pay dividends? 

Mr. BroapwatTer. Yes, sir. 

Senator Brau. Did you pay those dividends from earnings or from 
surplus ¢ 

Mr. Broapwater. Both. 

Senator Braun. You did not earn the dividends ! 

Mr. Broapwarter. In some years we did not. 

Senator Beat. Then you paid them out of surplus ? 

Mr. Broapwater. That is right. 

Senator Beaux. That is all. 

Senator McNamara. Do you want to say anything further? 

Mr. Broapwater. I am particularly delighted to hear Senator 
Morse say that this company is entitled to a fair return on its property. 

Senator Braun. There is no question about that. 

Senator McNamara. Everybody agrees. 

Mr. Broapwarter. That is our difficulty. Who is the fault of it? 
The Public Utilities Commission controls the revenues I can collect. 
We haven’t since World War II gotten a fair return, and I will bring 
in as my witness on that the former Chairman of the Public Utilities 
Commision, Mr. McLaughlin, and he has testified before this commit- 
tee that that is a fact. What are you going to do about that? Are 
we going to continue to go on with this past procedure we have been 
under when everybody admits we have not gotten a fair return? 

The distinguished Senator says we are entitled to it. How are you 
going to get it? That is the problem. 

Senator McNamara. If there are no further questions, we will call 
on the District Commissioners. 

Senator Morse. I have some questions, but I would like to yield, 
first to my colleagues. I have quite a few questions to ask Mr. Broad- 
water before we hear the Commissioners. 

Senator McNamara. Go ahead, Senator Case. 

Senator Case. I will be glad to defer to you, Senator. 

Senator Morse. No; I would rather yield to you. 

Senator Casz. I assume we may ask Mr. Broadwater and com- 
pany representatives to come back at a later session because this is 
not a matter that can be disposed of in a few minutes or summarily. 
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The basic question before us in considering this resolution, it seems 
to me, is whether operations of this system under its present manage- 
ment can be expected to be continued on a successful basis from the 
point of view of the public as well as the company and the employees 
of the company. From that question we have digressed somewhat 
and understandably so in view of the fact that we are faced with 
an immediate crisis. 

I think we will want to be directing ourselves not only at this 
session but at subsequent sessions to that basic question. 

Preliminarily, I would like to ask if I may without prejudice to 
pursuing the matter in detail later if you would like to make any 
general comment as to whether or not you think this company can 
continue to operate a private transit system in the District of Colum- 
bia and just how you look at the future prospects of the operation ? 

Mr. Broapwarer. Well, Senator, we are on record in a number 
of cases in saying that we think the most advantageous system for 
public transportation in Washington is the private enterprise system. 
You can’t operate with private enterprise when you are choked to 
death with regulatory procedure. 

As to whether it can continue or not, only the future can tell. I 
can give you this unqualified statement that as long as wages and 
salaries go up, streetcar fares in Washington, if you are going to 
remain under the private system, have got to go up or appropriate 
relief of some form of financial relief has to be provided by some- 
body, that is just as elementary as when you spend what money you 
have in the bank, you issue an overdraft, the bank don’t honor it. 

Senator Case. First of all, again I must insist this is very pre- 
liminary and subject to consideration more intensively later. You 
spoke about your experience in previous arbitrations. 

Mr. Broapwarter. Yes, sir. 

Senator Case. Is it your judgment that the results of those arbi- 
tration settlements or awards has been to give an undue amount in 
the way of salaries and other benefits to the employees of the com- 
pany in relation to what workers in industry in this area generally 
are getting, or to what workers in similar industries in other com- 
munities are getting ? 

Do you think the results have been unreasonable ? 

Mr. Broapwarter. I would have to have what those awards were. 
I don’t have them in mind at the moment; and what the situation 
was at that time. I can only speak of from 1949, and we have not 
arbitrated since 1949. I have had no prior experience. The former 
president of the company—and I heard him state before the District 
Commissioners, when we met down there with them last Tuesday, that 
in his long experience which covers some 25 years I can’t quote him 
exactly but I think he stated that in general, just exactly what I 
stated here, your arbitration award comes out. It is always retro- 
active. It is always increasing wages. 

You don’t have the revenue to meet the obligation and therefore I 
will answer your question this way. I will say this. From what I 
know about the oe procedure, tiiat there has not been a single 
award on this property I don’t believe, except during the days of the 
depression, which I think was some time in 1931 or 1932, I think one 
award was made during that time where they reduced the wages of 
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labor 5 cents an hour or something like that. I am not positive of 
that. 

The award is always beyond the equity of the situation for the com- 
pany to meet unless it wants to admit that they are operating a transit 
system under private charter for the general welfare of the community 
and not ex ‘pect to make any profits. 

Senator Case. I am not quite sure what you mean by the term 
“equity” in that context. 

Mr. Broapwarer. I mean just this. If a company is earning a mil- 
lion dollars a year, as an example. An arbitrator imposes on the com- 
pany, $214 million additional wage increase, the entire -arnings are 
completely wiped out and they have nothing left. 

Senator Case. Has the experience of your company in the past been 
that arbitrations have resulted in awards having that effect ? 

Mr. HaOere ATER. One year in which the company operated as a 
deficit—I don’t know whether that was as a result of an arbitration 
award or not, I am not sure. 

Senator Case. But your last arbitration was before present manage- 
ment took over in 1949? 

Mr. Broapwater. That was an arbitration prior to that time. The 
deficit for that year whether it resulted from an arbitration award J] 
am unable to state. 

Senator Case. Do you accept the suggestion that Senator Morse 
made that what is a fair wage, what are fair terms of employment 
generally are matters that ought to be decided without regard or apart 
from—not without regard to—but apart from the immediate financial 
picture of the company as represented by say, its net earnings under 
the existing rate structure and the existing method of operation at any 
particular time? 

Mr. Broapwater. I accept the proposition that people should always 
have a fair salary and a fair wage. And I think this company has a 
fair record on that point. 

Senator Case. That is, just as you would not expect to buy buses or 
streetcars or electricity or any commodity at a lower rate because of 
your financial condition, so you would not expect to require people 
working for you to w ork at substandard w ages. 

Mr. Broapwarer. Provided that the revenues available to meet what 
may be considerad a fair wage. You have to have that coupled with it. 

Senator Case. I am not suggesting that that is not true. I agree 
fully that that is necessary. There are, of course, various ways, at 
least hypothetically, in which you could increase earnings. One is by 
the kind of management that will expand business rather than acce pt 
a given situation and just work within it. 

And is there not room here for consideration of the soundness of the 
management, the imagination and successfulness of the management, 
in considering what a company’s return is as opposed just to increase 
of rate structure? Isn’t that a factor, too? 

Mr. Broapwater. That has some weight in the discussion, Sen- 
ator, but there again most everything we do requires regulatory ap- 
proval. 

We have no free action in a great many of the situations. 

65386—55——4 
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Senator Case. I understand that is true. Has it been your experi- 
ence that suggestions by you for changes in operations have been re- 
tarded or blocked by regulatory action ? 

Mr. Broapwater. Yes, that is. 

Senator Case. Of what sort ? 

Mr. Broapwater. In a great many cases we have operated on the 
streets of Washington what we consider a wasteful service. We have 
repeatedly made requests that that wasteful service be curtailed. In 
a number of cases our requests were delayed for a considerable period 
of time. 

In the meantime it is continuing. Of course, the reason for that is, 
back to the regulations again, we say that the service on this line is too 
much to meet the accommodations of the people presenting themselves 
for transportation. 

And we ask the service to be reduced. We only do that after the 
service has failed to attract people on the bus and streetcars. We 
don’t just pull those figures out of the air. We have checkers making 
that determination over a period of time; when we submit our requests 
for curtailment of the service to the Commission, they have to send 
their checkers out. And frequently there is a difference of opinion 
in there as to whose checkers are right. 

Sometimes the Commission approves our request and sometimes 
they don’t. With respect to those requests, within the last 6 months 
or maybe a little bit longer, since last August, I think, I think it is only 
fair to say that they have acted on those requests with a great deal more 
speed than had been the prior practice. 

Senator Casp. That relates to your experience in regard to efforts 
on your part to curtail service? 

Mr. Broapwater. Where it is not needed and it is running up and 
down the street with nobody riding on it. 

Senator Case. Have you had any experience in Commission reaction 
or regulatory body reaction to efforts on your part to expand service, 
to be daring about innovations, shall we say ? 

Mr. Broapwater. Yes; we put in service and make application for 
it where we think that is potential or where we think it will break 
even. 

Senator Casr. And you have not had bad experience with regula- 
tory bodies in your efforts in that direction ? 

Mr. Broapwater. Oh, no; they have seldom raised any question 
about putting more service out there. At the request of the Public 
Utilities Commission and also the District of Columbia, we established 
what is generally known as fringe parking arrangements here. We 
knew it was not going to pay. We knew that they were a losing oper- 
ation. But extreme pressure from the District Commissioners and 
also from the Public Utilities Commission, we put it in. But it is a 
losing proposition. You don’t get enough revenue to meet your cost. 
So you are in deficit operation on that type of service. 

Senator Casr. Now, could I ask you just a very broad question. 
Have you, or the company staff worked out any kind of a projection 
of what rate structure, what types of service, what reorganization of 
schedules or facilities including abandonments or increases, would 
make it possible for you to operate this system so as to return a fair 
profit, taking into account, of course, the fact that mere rate increases 
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do not always produce what they are supposed to and result in some 
cases in reductions of passengers. Have you any scheme for making 
this company a going operation, assuming of course that it could be 
approved or would be approved by regulatory bodies ¢ 

Mr. Broapwater. There is no specific answer to your question. 
There are lots of things that could be done. There are lots of things 
we do every day to shorten up on operation expenses. 

But the answer to the whole problem is extremely perplexing. It 
is not confined to Washington. It is all over the United States. The 
answer to the problem as I have stated on many occasions is the ability 
to transport anyone that wants to ride on public transportation system 
from his origin to destination with speed. That in my judgment will 
put people back on public transportation. I think the history around 
Washington here is that in some places we are now probably running 
about as fast as they ran when they were operating horse cars. Obvi- 
ously we can’t move any faster than traffic. But if we had the privi- 
lege of clearing certain streets and certain cross streets where our 
equipment could move instead of sitting idle, you wouldn’t need any 
rate increases around here. Labor wouldn’t go out on a strike now. 
We would have a lot more operators than we have right now and we 
would have need for them, 

Senator Casr. Have these ideas been put in specific form to either 
the Public Utilities Commission or the District Commissioners or to 
anybody so that people can look at them and make a decision ? 

Mr. Broapwarter. We put a lot of requests for changes in opening 
up the streets before the constituted authorities and in some cases they 
have contributed something to that. In other cases I think they have 
not, but this is an age, Senator, where people want to move quickly. 

Senator Casr. You don’t have to more than state that to have it 
accepted I am sure. 

Mr. Broapwarter. There is no sense in 50 people getting on a bus 
at Chevy Chase Circle and taking 45 minutes to get down to Pennsyl- 
vania Avenue and 15th Street. The streets ought to be opened up so 
they can move. 

Senator Case. My question again is have you ever made an overall 
specific proposal to anybody, have you ever presented this within the 
company? Have you any studies of this sort that the staff have pre- 
sented to you as officers that you as officers have presented to the board 
relating to the future of the company, the possibility of making this 
a successful operation ? 

Mr. Broapwater. We made a study of this situation in 1953 when 
the Payne committee was here, It was based on the evidence we had. 
I testified before that committee that if this company’s equipment was 
permitted to operate 1 mile an hour over the entire system faster than 
it is now operating, it meant a saving in operating costs of something 
in excess of a million dollars. That included the entire system, 1 mile 
an hour increase, 

That is what it meant in saving in operating costs. 

Senator Case. I think that is an interesting statistic, but what I am 
trying to get at is what efforts have been made to see whether your 
statement 1s correct and to bring about changes which will produce 
results of this sort. I feel very strongly that we want a Prihinke 
situation here rather than one in which we are constantly retrogressing 
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toward the point where we will have to operate this as a public opera- 

tion or else throw it intheashcan, It seems to me the question whether 
present management has the vitality and the imagination to do this 
is one of the very basic questions in ‘considering this resolution. 

Mr. Broapwarer. You take the Public Utilities Commission off my 
back and I will operate a system here that will knock your eyes out. 

Senator Case. Have you any specific suggestions in regard to ways 
in which you believe that could be done ? 

Mr. Broapwarer. Yes. I think this system could be speeded up. 
| think we can eliminate a great number of employees we now have 
on our payroll for the purpose of furnishing the Public Utilities 
Commission information on which they also have employees to check 
and then they get into an argument about which is right. We have 
checkers all over W ashington. 

Senator Case. Could you give us specific information in regard to 
these matters / 

Mr. Broapwatrer. How many checkers do we have on this system ? 

Mr. Gippines. About 30. 

Mr. Broapwater. We have 30 people standing around on the cor- 
ners counting passengers for the purpose of furnishing the Public 
Utilities Commission the information. I don’t know how many they 
have doing the same thing. Maybe not as many as I have. That is 
just and example of what I consider a useless waste of money. 

Senator Case. Is this information for the purpose—— 

Mr. Broapwarter. I will give you another example. 

Senator Case. Go ahead. 

Mr. Broapwater. In my Judgment we wasted some couple of hun- 
dred thousand dollars last year in all this legal scrambling around 
here. You don’t hire these lawyers for free. You have to pay them. 

Senator Case. What do you mean by legal scrambling around here? 

Mr. Broapwarer. I think the Senator can advise you on that. 

Senator Morse. You mean the Payne investigation ¢ 

Mr. Broapwater. No. We got into a hassle about the dividend 
policy \. 

Senator Morse. Dividends and rates. 

Mr. Broapwarer. Things of that nature. That is entirely unneces- 
sary. A couple of hundred thousand went down the drain. Here’s 
another thing. I made this suggestion in my reply to Senator Neely. 
And this is unfair too, Senator Morse 

Here is a regulatory body that is set up to represent the public. The 
Capital Transit Co. is a part of that public that they are supposed to 
represent. 

But when I go down there for a rate increase, I have to pay my staff 
for producing ‘the information for them and I also have to pay their 
experts and their : attorneys for cutting my throat and that isn’t fair. I 
shouldn’t have to pay that. That is a public function that should be 
provided for out of the general appropriation provided for the Public 
Utilities Commission service 

Senator Case. It seems to me at least arguable, if a company, as in 
this case the transit company, or any other utility, expects to operate 
in circumstances which have to be monopoly circumstances, it seems 

to me not unreasonable to provide that the axpenee’ of the regulation 
which must go with monopoly should be borne by the operation. 














LA petals 


{ltt SE a Nae Btn > A ACR See aca 





CAPITAL TRANSIT CO. MATTERS 49 


Mr. Broapwarer. That expense lands right square on the people who 
have to ride the transit company. Because that is a part of their cost. 
Senator Case. The people who use any service or buy any commod- 
ity have to pay in the long run the cost of that service or commodity, 

that is so whether it is regulated or not. 

I am not sure there is any reason why the general public should pay 
for the regulation of a private enterprise. 

I would like, if I could pursue it once a have you ever laid out 
in any document that could be under study before you or your directors 
or any regulatory body, a broad, or a narrow if you will, projec tion of 
operations of this company as to what you thought was going to hap- 
pen in the next year, next 5 years or next 10 years? 

Mr. Broapwater. I don’t have to make a study to tell you—— 

Senator Case. Have you done that ? 

Mr. Broapwater. No. I don’t have to make a study to determine 
that. What is going to happen here is just as plain as the nose on the 
face. If you don’t get enough riders to pay the operating costs, you 
are going broke; there is no doubt about that. 

Senator Case. Yes. e 

Mr. Broapwater. I don’t need 10 statisticians to tell me that. 

Senator Case. What have you done in the way of efforts to improve 
the prospects of the company ? 

Mr. Broapwater. | think we have done a great many things. I 
think we operate one of the most attractive systems anywhere in the 
United States. I think we maintain them in the best possible manner 
of any company this size in the United States. I think our safety 
and courtesy record on this system is good or better than anything 
else in the United States. 

You only have one other element that you need to attract passengers, 
and that is speed. I can’t control that. 

Senator Case. In your estimation this matter of the speed of the 
service is crucial. 

Mr. Broapwartsr. That is right. I have stated that repeatedly. 
And I have substantial support for it from other sources that that is 
one of the bottlenecks of the transit system, is to move fast in the 
streets. 

Senator Casr. I reserve the right to question Mr. Broadwater later, 
if necessary, but for the time being I have no further questions. 

Mr. Broapwater. Mr. Chairman, may I request permission for Mr. 
Frank Weekly who is a member of the board of directors of Capital 

Transit Co. to make a short statement that he has been requested to 
make by another director of Capital Transit Co. ? 

Senator McNamara. We will be glad to hear him. Is he ready to 
talk now? 

Senator Morse. With the understanding that this witness does not 
leave the stand because I have a series of questions I want to ask him. 

Senator McNamara. Mr. Broadwaster will be available. You will 
be here for further questioning by Senator Morse ? 

Mr. Broapwater. I am at your direction. 
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STATEMENT OF FRANK E. WEAKLY, MEMBER OF BOARD OF 
DIRECTORS, CAPITAL TRANSIT CO. 


Mr. Weakty. My name is Frank E. Weakly and I have been a direc- 
tor of Capital Transit for some years since the new ownership took 
possession. I have been very active as a director. There is only one 
meeting I have missed, and I was over in a hospital and couldn’t get 
here; that is the only one. I am making this statement, Mr. Chair- 
man, for Mr. F. Joseph Donohue. This is dated July 7. 


Honorable members of the committee, I am hopeful that this statement to you 
will right a great wrong. I deeply regret my inability to be present in person to 
make this statement; were the business which requires my presence in New York 
not of the most urgent nature, | would insist on appearing before you with all 
the eloquence at my command to testify and I know, persuade you, not to permit 
emotion and hysteria to outweigh facts and reason in a consideration of the 
present distressing transit situation in Washington, D. C. 

Although I have not been in Washington, I naturally have followed the situa- 
tion closely in the Capital newspapers. I cannot tell you how strongly I resent 
the universal inclination to blame the present difficulties on Louis E. Wolfson. 
The headlines in the press have been too much like the screams of a lynech-hungry 
mob; and I am sorr¥ to say that some of the honorable Members of the Senate 
have contributed to this depressing spectacle. A foreign visitor to our town, 
reading the quoted statements of some legislators, might get the impression that 
Mr. Wolfson deliberately had fled from Washington, to avoid involvement in 
this situation. 

I think that most of you have known me long, and have confidence in my 
word. 

Now, let me tell you my impressions of Louis Wolfson, whom I have known 
well for more than 5 years; he is as fine, as decent, as honorable and forthright 
a person as I ever have met. He is as good a friend of labor as any union can 
hope to find. Study Louis Wolfson’s labor record in the nonregulated com- 
panies of which he has control, you will find the history of a man who can never 
forget that he started his own career 20 years ago in dungarees at a depression 
era job that kept him working 16 and 18 hours a day. 

Should he be singled out for enmity and wild accusations because he was 
bright enough and fortunate enough to be able to trade his workman’s clothes 
for the suit of a businessman? 

Is it fair reporting, for instance, for one of the Washington newspapers to 
smearingly write that Capital Transit now has less cash surplus than when 
Wolfson assumed contr6l in 1949, without also telling that under his manage- 
ment the company has retired a $9 million funded debt and in fact, now is 
debt free: without explaining fringe facts; that there have been 5 pay raises, 
but only 3 fare increases during his regime; that Capital Transit has for the 
past 5 years won top American honors for safety and maintenance, and that 
it is the only transit company in a city of 100,000 or more without a funded debt? 

I will not encroach any further on the time of this honorable body; let me 
respectfully call to the attention of all that the discomforts and inconveniences 
of the present strike, while a logical strain on our tempers, should not so 
unleash the bonds of reason that we in fury choose a victim for our anger and 
stone him from the city without a trial. 


May I make some personal remarks? 

Senator McNamara, You may. 

Senator Morse. I want to state this on Mr. Donohue’s statement. 
Mr. Donohue, I think, is one of the most able stump speakers in the 
Democratic Party; when he has a stump speech to make, he should 
appear here in person. 

I respectfully request that at a future meeting of the committee Mr. 
Donohue be asked to appear in person. 

Senator McNamara. You may proceed. 

Senator Case. May I ask a question with respect to the substance 
of the statement ? 
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Senator McNamara, Yes; Senator Case has a question at this point. 
Go ahead. 

Senator Cast. You may or may not be in a position to answer it. 
The statement I think said that some $9 million of funded debt was 
retired during this period. What kind of debt was that? 

Mr. Broapwater. Four and a half percent first-mortgage bonds. 

Senator Case. Covering what? 

Mr. Broapwater. Covering all the property in the Capital Transit 
Co. 

Senator Case. Did it come due during that period ? 

Mr. Broapwarer. No, sir. 

Senator Casr. It was paid off. How was it paid off ? 

Mr. Broapwarter. Paid off in cash. 

Senator Casz. I understand that. How was the cash raised? 

Mr. Broapwarrr. Through the cash that was generated on the 
system by revenue that the company received. 

Senator Case. And what were the entries made in regard to that ‘ 

Mr. Broapwarer. The normal entry that would be made would be 
cash would be credited and liability liquidated. 

Senator Case. Of course, I know. Was this charged to a surplus 
preexisting the acquisition ? 

Mr. Broapwarer. No, it would be charged to the liability, not to 
surplus. 

Senator Cass. This had no effect on surplus, of course ! 

Mr. Broapwater. Nota bit. 

Senator Case. Was the capitalization of the company altered / 

Mr. Broapwarter. Yes, it was reduced from $24 million to eighteen- 
million-some-odd-thousand dollars by very simple book entry. There 
was no cash involved in the transaction. It was just relieving the com- 
pany of what was considered by the regulatory authority as an intan- 
gible asset and that was charged against the capital of the company 
which reduced it from $24 million to $18,720,000. No cash involved. 

Senator Case. What was the effect of the payment of this indebted- 
ness, if it had any effect, in relation to lifting restrictions in the in- 
denture upon the payment of disposition of cash ? 

Mr. Broapwater. All restrictions were relieved and the obligation 
was discharged, 

Senator Casz. Were there in the indenture restrictions on payment 
of dividends, for instance, and so forth while this indebtedness was out- 
standing ¢ 

Mr. Broapwarer. Yes. Dividends were not to be decreased below 
$3,100,000. 

Senator Cassz. So the payment of this obligation by assets on hand 
did release the company from restrictions on payment of dividends and 
other similar restrictions, I take it, after the indenture was canceled ? 

Mr. Broapwarter. Yes, sir. 

Sentaor Case. Thank you. 

Senator McNamara. Continue, Mr. Weakly. 

Mr. Weak ty. It will take me just a moment, Mr. Chairman. May 
I add also that this is not a stump speech, Mr. Senator. 

The unfortunate tendency to focus the blame on Mr. Louis E. Wolf- 
son strikes me as somewhat un-American and undemocratic. The at- 
mosphere parallels that which existed in the Ox-Bow Incident. This 
is the first time that I can remember much tampering and so many 
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utterances in a labor dispute which has the effect of clouding the issues 
to the detriment of the public. 

I strongly urge and implore that the members of the Senate, the 
Government officials, the public, as well as the labor-management fac- 
tions exercise temperance, tolerance, and fair play. 

Let us explore all the facts calmly and judiciously. Let us help both 
labor and management to arrive at an agreement quickly and intelli- 
gently. Let’s not stampede. Let’s not lynch. Let us resolve this 
problem in the American way. I am certain both sides want to bring 
this strike to an early conclusion. There are two sides to every story. 

Thank you. 

Senator Case. One other question. 

Senator McNamara. We ought to agree now on some time to ad- 
journ for lunch. It is getting rather late. I was looking for a break 
but apparently there is no break. 

What is the pleasure of the committee ? 

Senator Morse. Your pleasure. 

Senator McNamara. Then what would be a satisfactory time to re- 
convene? Shall we make it 2:30? Is that satisfactory to everybody ? 

Mr. Broapwarer. Yes, sir. 

Senator McNamara. All right, we will declare a recess until 2: 3 
We will continue from this point. 

(Whereupon at 12:20 p. m. the committee recessed to reconvene at 
30 p.m. of the same day.) 


ts) 


AFTERNOON SESSION 


Senator McNamara (presiding). The meeting of the subcommittee 
will please be in order. 

We are advised that Senator Case is tied up because of a call to 
the White House for lunch, I believe. 

We will proceed with the understanding that when he comes in that 
he will be allowed to continue his questioning as he requested. 

Will you come back to the table, Mr. Broadwater, and bring any- 
body you see fit to have with you. 

Senator Morse indicated before we recessed that he had some ques- 
tions in connection with the testimony given by Mr. Weekly first. 

Mr. Weakly, will you come back to the table please, in connection 
with your statement. 

Senator Morse, you may proceed in your own manner 

Senator Morse. Will you state the nature of your business / 


STATEMENT OF FRANK E. WEAKLY, MEMBER OF BOARD OF 
DIRECTORS, CAPITAL TRANSIT CO.—Resumed 


Mr. Weakry. Chairman of the board of directors of the Washing- 
ton-Sheraton Corp. 

Senator Morse. Will you explain the nature of that business? 

Mr. Weakty. Hotels. 

Senator Morse. It operates a series of hotels? 

Mr. Weakry. We operate the Sheraton-Park and the Sheraton- 
Carlton in Washington. 

Senator Morse. Do you own any stock in the Capital Transit Co. ? 

Mr. Weary. Yes. 
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Senator Morse. How much? 

Mr. Weak y. Forty shares. 

Senator Morse. What is the value of that stock ? 

Mr. Weak ty. I suppose I see it quoted in the papers around $15 a 
share. 

Senator Morse. Mr. Weakly, what specific suggestions if any do 

you have to make the committee for the settlement of this strike ? 
' Mr. Wraxty. I have this suggestion, Mr. Chairman and Senator 
Morse. As I said this morning, look at both sides of the question. 
And if we examine carefully the history of the situation which was 
recognized by the board of directors in January and the actions taken 
during that interim, to try to find a solution for the problem which 
we foresaw would happen and had we had the cooperation of the 
Public Utilities Commission, I say there is the first place to begin. 

Why did not the Public Utilities Commission take appropriate 
action? If we can discover that reason perhaps we can discover the 
reason why we are here now. 

Senator Morse. What action do you think the Public Utilities Com- 
mission should have taken / 

Mr. Weakty. They should have raised the fares. 

Senator Morse. How much ? 

Mr. Weaxxy. At that time we asked for 2 cents on the tokens, rais- 
ing them from 16 to 18 cents. 

Senator Morse. How much do you think the fare should be raised 
now if any ? 

Mr. Weakty. We haven't indicated that we should exceed the 18- 
cent fare, retaining the 20-cent fare. My personal feeling is that the 
75-cent permit should be declared eliminated. It was declared as a 
factor in increasing income and the net result has been a decrease in 
income. 

Senator Morse. What is your position in regard to the school fare ?* 

Mr. Weak y. I think that is ridiculous, 3 cents during many of 
these many years it has been completely disregarded as to the complete 
equity of it. We appreciate the other side of the question too. | 
believe that the 3-cent fare at the time it was established was half the 
adult fare. Had that ratio been permitted to continue then we would 
be much better off. Therefore, I say the fare should be half the adult 
fare today or 10 cents. 

Senator Morse. As a member of the board of directors of Capital 
Transit Co., do you think that the Public Utilities Commission should 
set the school fare at 10 cents? 

Mr. Weakty. I do. 

Senator Morse. Why should the Capital Transit Co. subsidize the 
transportation of schoolchildren in the District of Columbia by way 
of half of the adult fares ? 

Mr. Weak ty. I suppose it is a historical explanation. That has 
been customary I presume on the railroads and other public transpor- 
tation systems to allot children a fare rate. How it originated in 
Washington I do not know. If you wanted to submit to a right down- 
to-earth argument I would say there is no particular reason why it 
should be lower on the face of it. 

Senator Morsr. Do you think that the government of the District 
of Columbia acting in behalf of the taxpayers should supply free 
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transportation to minor schoolchildren and pay the Capital Transit 
Co. an estimated sum for that total transportation on some such basis 
as free transportation is provided in some areas to children going to 
rural schools. 

Mr. Weak ty. I don’t believe I follow it in just that angle but it 
seems to me other jurisdiction—you mentioned rural situations—I 
believe that something like that could well be considered. 

I recall at one time a similar situation in my own personal experi- 
ence. I couldn’t get the authorities to come out and pick up the chil- 
dren on a plantation I owned. So I paid part of the fare myself so 
they could come out. In the wet weather they could not come out so 
the system didn’t work. 

Senator Morse. What recommendation would you make as a mem- 
ber of the board of directors of Capital Transit Co. in connection with 
the gross-receipts tax proposed exemption ? 

Mr. Weak ty. I am for the elimination of it, sir. 

Senator Morsr. What do you propose in regard to any other legis- 
lation that you think Capital Transit may be entitled to by way of 
tinancial relief ? 

Mr. Weaxty. I believe that Mr. Broadwater’s letter in reply to 
Senator Neely’s request for information contains a number of sug- 
gestions and I am for those. The elimination of snow-removal cost, 
the elimination of paving costs between the car tracks and so forth. 
[ most certainly heartily support the idea there just doesn’t seem to 
be equitable action to me that a man before the bar, shall we say, should 
pay both his own defense and the prosecutor’s expenses. 

Senator Morse. You do not think that the advantages that go along 
with the franchise to a monopoly would place the monopoly in the 
position where it would pay for the cost of administration of those 
advantages. 6 

Mr. Weakty. In the present situation I don’t know what the ad- 
vantages are. 

Senator Morse. Suppose we put in a competitive line, do you think 
that would be to the disadvantage of Capital Transit ? 

Mr. Weakty. It would be to the disadvantage of Capital Transit 
and also the competitive line and the patrons of the city. 

Senator Morsse. Speaking of Capital Transit for the moment, the 
franchise provides the advantage of at least monopolistic privileges, 
does it not ? 

Mr. Weak ty. That is right. 

Senator Morse. When you have the advantage of monopolistic 
privilege, should not the monopoly be expected to pay out of the 
revenue of the company the cost of administering the regulation 
thereof ? 

Mr. Weaxty. With this qualification, that when rate structures are 
analyzed and the income is controlled, then that Commission pre- 
sumably the Public Utilities Commission should take those factors 
into account in balancing fares. 

Senator Morse. In determining the total amount of revenue that 
the company should be allowed ? 

Mr. Weakty. Sure. 

Senator Morse. Mr. Weekly, do you think that the employees of 
the Capital Transit Co. are entitled to some increase in wages and 
some improvement in working conditions at the present time? 
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Mr. Weakty. There has been on particular disagreement among 
us on that score, sir. The question is how can we make the payments? 

Senator Morse. Am I to understand then that you at least as a 
member of the board of directors believe that the employees are en- 
titled to some increase in wages and some improvement in working 
conditions, if and when the company has the revenue to pay it? 

Mr. Wrakty. Yes. 

Senator Morse. Do you agree then that the union as far as protect- 
ing its income rights and so forth is justified in asking the company 
for an increase in wages and an improvement in working conditions? 

Mr. Wraxty. I think so, under modern conditions. The question 
is the amount of the adjustment that one is capable of granting. 

Senator Morse. And that becomes a question of fact? 

Mr. Weakty. That is right. 

Senator Morse. Do you share Mr. Broadwater’s objections to sub- 
mitting this dispute to arbitration ? 

Mr. Weaxkry. Yes, sir; Ido. 

Senator Morsr. Can you tell the committee whether or not that is 
the unanimous opinion of your board of directors? 

Mr. Weak ty. I believe that is correct. 

Senator Morse. That includes the so-called public representatives 
on the board of directors? 

Mr. Weak ty. Yes, sir. 

Senator Morse. Can you tell the committee as to whether or not 
the board unanimously shares the view that you have expressed that 
the employees are entitled to some wage increases and improvement in 
working conditions if the revenue exists to pay them / 

Mr. Weak y. I believe that is correct, sir. 

Senator Morse. Does it follow then that the company really has 
no dispute with its employees as to the justification of the employees’ 
request for some increase in wages and some improvement in working 
conditions although you are not in agreement as to the amount asked 
for by the union ? 

Mr. Weak ty. I think that is correct, sir. 

Senator Morse. Speaking hypothetically now, if you felt that you 
had the revenue with which to pay the increase, you would then feel 
that you were in a position to collectively bargain with the union as 
to what that increase in wages and those improvements in working 
conditions should be within the bracket between zero and the amount 
that the union is asking for on each one of these issues ? 

Mr. Weaxty. I think that is right, sir, because we are then pro- 
vided with some tools with which to work. 

Senator Morsr. If that is your position as to the merits of the 
union’s general position, that it is entitled to improved wages and 
improved working conditions, what basic objection do you have to 
have a board of arbitration and list the facts and tell the public, tell 
the Congress, tell the Public Utilities Commission and the District 
Commissioners, as well as the company, what they think a fair and 
equitable solution of the dispute would be? 

Mr. Wear y. If I understand your question, you ask what I think 
of that? 

Senator Morse. What would be your objection if you agree with 
the union that it is entitled to improved wages and improved condi- 
tions, what is your basic reason for taking the position that a board of 
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arbitration should not be allowed to go ahead and make these findings 
of fact which once found would give the Public Utilities Commission 
and the District Commissioners and the Congress a decision on which 
they would necessarily base their action ? 

Mr. Wrakty. Is that a factfinding committee you propose, sir? A 
formal arbitration / 

Senator Morse. No, it would have to be formal arbitration. 

Mr. Werakty. I think within my experience—and I have had 
lot—I have never found a board of arbitration that is fair in their 
conclusions. 

Senator Morse. You just do not believe in arbitration as a judicial 
process for settling labor disputes. 

Mr. Weakty. What public utility knows, because you only control 
one-half the question. You arbitrate demand, you don’t arbitrate 
income. If you can do both at the same time, you would get at some 
facts in the case. 

Senator Morse. Do you deny that the field of arbitration in public 
utilities has resulted in adjustment of rates for the public utilities? 

Mr. Weak ty. Perhaps after a long lengthy time they get around to 
adjusting rates. I wouldn't know in each individual case. I observe 
what is happening in San Diego. That doesn’t answer the question. 
As a businessman I might presume to say that I don’t think the com- 
pany is in a position to stand it unless they get some financial help. 

I don’t see any good reason why arbitration should be set up as an 
ideal of something | that will solve the problem because it doesn’t. You 
don’t solve the problem of income or the provisions of dollars in that 
respect with which to meet the demands of arbitration. 

Let me illustrate. Suppose the board of arbitration sits down and 
we agree with it and they bring in an award of two and a half million 
dollars, the companies makes a million, that is their income. What 
happens? If you can answer that question, then I can go along and 
—_ ate arbitration with you for a long time. 

I don’t understand that. That is ‘what so often happens. That is 
what arbitration does. Arbitration is not supposed to take into ac- 
count the ability to pay. 

Senator Morse. You are mistaken about that. 

Mr. Weak ty. I am glad I am. 

Senator Morse. Arbitration takes into account the ability to pay, it 
takes the position—the general arbitration law is that a board of arbi- 
tration has no right to order men to work for less than a wage of 
health and decency but which when it comes to the matter of granting 
wages above the level of health and decency, arbitration always takes 
into account the ability to pay. The elementary rule of arbitration is 
no arbitrator has the right when he has the power to render a decision 
to order men to work for less than a wage of health and decency. To 
do so means that those workers are asked to subsidize industry that 
cannot pay a wage of health and decency, and the public interest is not 
served by requiring people to work for less than a wage of health and 
decency. 

Mr. Weak y. I quite agree with that. 

That is not the bone of contention in this particular case. 

Senator Morse. That leads me to the next point. 

The history or arbitration in public utilities and in railroads, for 
example, is of course to hand down what the facts and evidence shows 
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as a fair and equitable wage; shows to the workers, and then the com- 
mission, the utility commission proceeds to grant the financial relief 
needed to meet those wage costs if the financial situation of the com- 
pany is such that it is required. 

What we need to know is, No. 1, in this case is what wages are these 
workers entitled to and, second, what are the facts in regard to the 
ability of this company to pay! I would expect you—it is perfectly 
all right for you to take that position as it is all right for Mr. Broad- 
water to take the same position—that this company can’t pay any wage 
increase, apparently not even a cent of wage increase, but it seems to 
me that is for a board of arbitration to determine. 

That may be disputed, I don’t know. 

The board of arbitration would certainly make its determination 
on the basis of the evidence, which leads me to ask you this question, 
Mr. Weakly: The transit company has paid dividends during this past 
year, has it not? 

Mr. Weakty. Yes, sir. 

Senator Morse. What has been the rate of those dividends? 

Mr. Weak ty. Thirty cents a share. 

Senator Morse. Do you think that the workers on the transit com- 
pany are entitled to any share of that money that went into div idends 
or do you think all of the money should have gone to the stock owners ? 

Mr. Weak ty. I think the workers receive part of the earnings of 
the company through this wage structure. Examine the last con- 
tract we had and you will see the obvious result of it. 

Senator Morse. Of course, they are paid out of the revenues of 
the company. You have admitted that in your opinion the workers 
are entitled to some wage increases, X cents. I am raising the ques- 
tion if they are entitled to some wage increase, were they entitled 
to some of the money that went to the stockholders by way of an in- 
crease and less money to the stockholders ? 

Mr. Weakty. You are posing a very interesting question to me, sir. 

Senator Morsg. I certainly am. 

Mr. Werakty. That is not in accordance to my understanding of 
this country or this Government. 

I think you will find there is equity on both sides. 

I for one believe in the free enterprise system that money is entitled 
to wages too. 

Senator Morse. So do I. 

Mr. Weaxkty. Your contention is whether the money means you 
had unfair wages, comparatively speaking. 

Senator Morse. That is exactly what I am raising, whether you 
paid unfair rate of dividends to your stockholders and too low wages 
to your workers. 

Mr. Weaxty. I don’t think so. 

Senator Morse. I am trying to get you to testify on that. You 
think the workers of the transit company were not entitled to any 
share of the money that you skimmed off into the stream of stock- 
holders’ benefits when you admit that the workers, however, are 
entitled to some wage increases ? 

Mr. Weak ty. I object to the words “skimmed off.” 

Senator Morse. That can’t be true. You are not putting words, 


Mr. Weakly. 


Mr. Weak ty. I don’t want you to put my words in your mouth. 
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Senator Morse. I will ask you any questions I want on the basis of 
my own language. 

I want this witness put under oath, Mr. Chairman, 

Senator McNamara. Without objection. 

Mr. Guiteper. Will you stand and hold up your right hand? Do 
you solemnly swear the testimony you give this committee shall be 
the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Weakty. Yes, sir. 

Senator Morse. Do you think that the workers were entitled to 
any share by way of a wage increase of the total amount of money 
that you skimmed off into stockholders’ dividends from the revenue 
of this company ¢ 

Mr. Weaxkty. As I testified before, Senator, it is my opinion that 
our last contract provided for that fair distribution. 

Senator Morse. You believe, therefore, that the stock, that the 
dividends that you paid to your stockholders were fair dividends, 
and that none of that money should have been kept in reserve for 
wage increases ¢ 

Mr. Werakty. Yes, I do. 

Senator Morse. Is it true, Mr. Weakly, that last year, the com- 
pany ’s net after taxes and all expenses amounted to, in round numbers, 
ST 00,000 ? 

Mr. Weak ty. I think that is true. I don’t have the figures in front 
of me. 

Senator Morsr. I think that is approximately true. 

Mr. Weak ty. Yes. 

Senator Morsr. You do not feel that any percentage whatever of 
that $700,000 of net income should have gone to wage increases or 
improvement of working conditions for the workers? 

Mr. Weak ty. No, sir; I don’t think so, Senator. 

Senator Morse. Is it your position, Mr. Weakly, that any increased 
labor cost that this company might have to pay as a result of a final 
settlement of this strike should come by way of additional revenue that 
is provided the company either by legislation or tax exemption or 
increase in fares? 

Mr. Weakty. Yes. 

Senator Morsr. Your answer is “yes” ? 

Mr. Weak ty. Yes. 

Senator Morsr. What do you think the effect on the riders of the 
company, the number of riders of the company, would be if the Public 
Utilities Commission should accept your recommendation for a fare 
increase ? 

Mr. Weakvy. I would have to just make a guess, Senator. I would 
not know whether it would go down or up. The history has been that 
each increase in fare tends to lower the number of riders. 

Senator Morse. That is the point I want to make. 

Mr. Weakty. But it doesn’t follow that should always be true pro- 
vided the company could give the speedy transit that we would like 
very much to render the city. 

Senator Morse. You carry out some of the suggestions that. Mr. 
Broadwater has made about opening up some streets. 

Mr. Weakty. Yes. If we can improve the service, we might in- 

rease the volume of business, 
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Senator Morse. If the flow of traffic were increased not an addi- 
tional 1 mile per hour but 2 or 3 miles per hour, would that result in an 
increase in titers d 

Mr. Weaxkty. I think so. It is a fair statement to assume that peo- 
ple want to move rapidly today. 

Senator Morsr. The proposals of Mr. Broadwater in regard to 
traflic, the elimination of traffic congestion that slows up the buses and 
the streetcars, those suggestions have been considered by your board 
of directors? 

Mr. Weakty. Yes, sir. 

Senator Morse. Your board of directors has been unanimous in 
recommending those to the Public Utilities Commission ? 

Mr. Weakcy. I am quite sure we have. 

Senator Morse. What has been the position of the Public Utilities 
Commission in regard to those suggestions ? 

Mr. Weaxky. Well, I can’t exac tly quote the position of the Public 
Utilities Commission on that, except to say this. It is my opinion and 
my observation, if you please, that taking one illustration, take the 
downtown area, as we call it in the city, if we could follow a pattern 
such as other cities with similar congestion in their heavily traveled 
areas, could be followed, it would help. 

I couldn’t tell you how much it would help but we could speed up 
the traffic if we could remove traffic on certain streets in downtown 
during X hours of the day. 

Senator Morse. Are you awaiting a decision of the Public U tilities 
Commission on these suggestions or has the Public Utilities Commis- 
sion refused to grant your requests ? 

Mr. Weaxty. I understand the PUC does not control that. That is 
largely in cooperation with the city authorities, the merchants and 
taxpayers, property owners 

Senator Morse. Have you taken it up with the District Commis- 
sioners ¢ 

Mr. Weakty. We have taken it up with the property owners and 
the business organizations that are slightly interested in it. 

Senator Morsr. Mr. Weekly, one final question. Suppose that 
everybody just sits by and we let this strike go on for days and weeks, 
what do you think the effect of that will be on the financial ability of 
the Capital Transit Co. ? 

Mr. Weak y. I don’t think it is favorable to Capital Transit or 
anybody. 

Senator Morse. The Capital Transit Co. is going to end up losing 
hundreds of thousands, is it not ? 

Mr. Weakty. I believe that would be it. I haven’t figured it out, 
sir. 

Senator Morse. But that loss will have to be recouped in the months 
and years immediately ahead, is that not true ? 

Mr. Weakvy. That is right. 

Senator Morse. What is wrong then with my suggestion that the 
Capital Transit Co. ought to be willing to submit this to arbitration 
and let the financial settlement of the arbitration be binding upon it, 
with I think reasonable assurance that they will have from the Public 
Utilities Commission and the Commissioners and the Congress that 
its legislation or administrative action will be taken in light of what 
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the arbitration decisions on finding of fact show and get on with the 
transportation system, rather than take the loss you are going to take 
of hundreds of thousands of dollars during the weeks, if it goes into 
weeks, of a cessation of work here. 

As you see, I find myself lost in your logic. 

You are losing hundreds of thousands of dollars now with no trans- 
portation. You tell me if we have an arbitration award that hands 
down a wage decision that will involve hundreds of thousands of 
dollars of increase, you will be in a difficult. position. 

Under those circumstances you at least would have the good will 
of the community and the good will of Congress and the Commission 
and the Commissioners to come forward and give you the relief that 
the facts show. 

The course of action you are now following you are not going to 
get any relief to recoup the losses that you are suffering by a complete 
cessation of work. 

To me that is a pretty penny wise and pound foolish policy. 

Do you have any comment to make on that observation! What I am 
really saying in effect, I think it is more economical for the company 
to go along with arbitration than to sit by and say, “Well, let this 
strike run its course,” and it may be a long course, and take all the 
losses that you are taking day by day. 

Mr. Weakty. Here I think is what I think in answer to your 
question, sir. 

If we submitted such a program, perhaps the union would go back 
to work and perhaps we would make that saving but we are commiting 
ourselves to an unknown quantity permanently in the future, which 
cost we have no way of caleulating. We have no assurance that we 
can even meet the payments granted. It is that assurance that I as one 
clirector, and I think I represent a fair opinion, that is what we are 
concerned about. 

Senator Morse. I don’t understand how a group of Public Utility 
Commissioners could follow the course of action that you are sug- 
gesting on this hypothetical, that if the board of arbitration says this 
company needs X dollars of revenue to meet these additional labor 
costs, that your Commissioners and your Public Utility Commission 
will not take the action necessary to make that available to you. 

It seems to me you are proceeding on the assumption these men are 
not going to act in good faith. I don’t think that is any way to end 
the strike. 

Mr. Weak ty. Mr. Senator, I dislike to quarrel with you or anybody 
else about my own opinions. I hope you will give me credit for 
that, sir. 

Senator Morse. Go ahead. You are entitled to your opinion. 

Mr. Weakty. Experience indicates that all of our approaches to 
PUC, and if that is typical of what arbitration is, that we have no 
sympathy that we will be treated fairly or that we will receive the 
income with which to pay. We certainly don’t want to bankrupt the 
company. 

You certainly don’t have transportation that way. 

Senator Morse. The policies of the PUC, and I am not defending 
them because I don’t know the merits of this controversy between your 
company and the PUC, but the policies of thhe PUC did not prevent 
you last year from making in round numbers $700,000 net. 
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What makes you think that they would adopt a policy after an 
arbitration award that would force you into the red ? 

Mr. Weakty. The PUC has indicated—and I believe by law they 
are required to grant a reasonable return on the capital. 

Senator Morss. I want you to have it. 

Mr. Weakty. And that return was allegedly provided for by the 
PUC last January 1954. 

I believe it was somewhere in the neighborhood of $1,400,000. I 
don’t want to be held to the exact dollars. 

Senator Morse. That is all right. 

Mr. Weaxkty. But what was realized was $700,000. Now let us take 
the board of arbitration. They grant $1,400,000, and we have an 
income of $700,000, where does that leave you ? 

Senator Morse. You have a case pending. You have had the rep- 
resentations of Mr. Broadwater to the Public Utilities Commission. I 
do not share the view that those representations have fallen on deaf 
ears because I think he has made a pretty good case for some increase 
in revenues—I am not saying in fares—some increase in fares whether 
it is by increase in fares or by. way of tax exemptions. 

Mr. Wraxky. May I add another thought? 

Senator Morse. Yes. 

Mr. Weak ty. I am a director of Capital Transit, and we also have 
a trusteeship to the stockholders and we have to be mindful of that, too. 

Senator Morse. Do you think you are primarily obligated to the 
stockholders or to the public ? 

Mr. Weakty. Our primary obligation is to both. 

Senator Morsg. It couldn’t be to both. 

Mr. Wray. It is the very basis of a transit company or a public 
utility. 

Senator Morse. Maybe I was laboring under an illusion, but I 
always labored under the belief, however, “that when a business group 
accepts a franchise that gives them the advantages of monopolistic 
privileges, their primary obligation is service to the public, their 
secondary obligation is service to their stockholders. 

Mr. Weaxty. I think that is all right, but you immediately then 
saddle that monopolistic company with a regulatory body that does 
not provide the realities of the situation. 

Senator Morse. I would have thought you had a little more confi- 
dence in the people that are above the regulatory body in trying to 
get justice for you when you can prove your case. That is all we 
are trying to do. That is all this committee is trying to do. We are 
trying to ‘get this strike settled. 

We are trying to get these people back to work, not on the basis 
of Mr. Giddings’ suggestion of a surrender on the part of the union. 
They have some right: s too. We don’t want you people to surrender. 
But we want you people to come in and agree to an arbitration so 
that we, the legislators, can get all the facts on these issues. 

{ don’t think you have anything to concern yourself about once those 
facts are determined that you will have built up a strong case for 
support of the Congress for the legislation you may need to met the 
financial problems that Mr. Broadwater has talked about here. 

You are putting everybody in the position—I speak m: st spe- 

ifically—where the Capital Transit Co. says we have written this 
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ticket. There is going to be no yielding on our part until there is 
first a guaranty of the revenue as we see we need it in order to meet 
any part of the wage increase and the working condition improve- 
ments that the union has asked for. 

As long as one of the parties takes that position, you just can’t 
move your case along. The only purpose of my asking you these 
questions is simply to make a record here to point out what you— 
and you apparently are a representative member of the board because 
you say ao board unanimously holds the views expressed here—to 
point out for the record that the board of directors, not ouly Mr. 
Broadwater, after all he is really an official of the company, but he 
after all is subject to his board of directors, not only Mr. Broadwater 
and Mr. Giddings and the officers of this company, but the board of 
directors take the position we will not yield on this matter until first 
there isa guaranty that we have revenue to pay whatever wage increase 
and working condition improvements have to be given to this union. 

That doesn’t supply the district with transportation. These con- 
ditions just split it with an impossible impasse. 

I certainly say most respectfully that I think you ought to be willing 
to at least come in and say we will take our chances ‘with a board of 
arbitration, appointed under the terms that the Neely-Morse proposal! 
suggested this morning. 

[ have made my point as far as this witness isconcerned. I want him, 
however, to have a chance to make any further observations he wants. 
Then I have some questions I will ask of Mr. Broadwater. 

Senator McNamara. Do you wish to make any further statement 
at this point? 

Mr. Weakty. No. 

Senator McNamara. Senator Case, do you have any questions? 

Senator Case. No questions. 

Senator McNamara. Thank you. Senator Case, we recessed when 
you were in process of questioning Mr. Broadwater. Do you want to 
pursue it at this point ? 

Senator Case. Just one question, Senator, that we had not quote 
finished. That was on the repayment of the mortgage indebtedness 
of the company. 

I was not entirely clear and I guess we did not get to the question of 
the moneys which were used for that purpose. 

Were they taken from moneys on hand or were they borrowed from 
other sources? 

Could you give me roughly the amount of each ? 

Mr. BRroapwaTER. During the period of time of my term of office 
with the transit company, or connection with the transit company, we 
reduced the bonds down from a starting point of $9 million, which was 
outstanding in October 1949, down to some three-million-some-odd 
dollars on February 1, 1954, I believe and in order to pay the remaining 
bonds off in full, we used the money that was in the treasury of the com- 
pany and we arranged a short-term loan with the bank for a million 
and a half dollars in the event we might need some money. 

It developed during the term of that loan though, of course those 
are the things you never know, that we could have paid off the bonds 
without having to borrow the money. The fact is we did borrow it. 
We paid it back—$1,500,000. 
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Senator Case. Thank you. That was just to finish up that phase of 
the question. 

Senator McNamara. Will you continue, Senator Morse / 

Senator Morse. I have just a few questions first on our disagree- 
ment over Mr. Wolfson’s nonattendance at the committee. You said 
this morning that you had no oceasion to call Mr. Wolfson. I think 
it is perfectly clear that you meant in connection with his nonattend- 
ance at the hearing. 

Mr. BroapwaTer. Senator, you will have to forgive me, I didn’t 
hear what you said. 

Senator Morse. I am sorry. This morning you said I think I quote 
you verbatim, that you had no occasion to ¢ ‘all Mr. Wolfson. I assume 
you meant that you had no occasion or felt you had no oceasion to call 
him in respect to his nonattendance at this hearing today. 

Mr. Broapwater. Well, I did not have any occasion to call him. I 
was requested to contact him. 

Senator Morss. That was last Friday. 

Mr. Broapwater. Whatever the day it was. Things have kind of 
been moving along pretty fast here. 

Senator Morse. J think we can stipulate. I think you can take my 
word for it that the testimony of Mr. Gulledge would be if put on the 
stand later today he called you last Friday. 

Mr. Broapwarer. Mr. Gulledge called me. If you say that is 
Friday, I will accept it. 

Senator Morse. If it is not correct, we will get it correct in the 
record. That is my understanding. Did you talk to . Wolfson 
after Mr. Gulledge called you? 

Mr. Broapwarer. I was endeavoring to reach Mr. Wolfson after 
Mr. Gulledge called me to give him. Mr. Gulledge, an answer as to 
whether or not Mr. Wolfson would be here on Thursd: iy voluntarily 
or whether or not as I understand—I don’t think the subpena was dis- 
cussed with Mr. Gulledge. 

I think he asked me if I could tell him whether or not Mr. Wolfson 
would be here on a Thursday. I endeavored to reach Mr. Wolfson. 
I had not gotten the answer that Mr. Gulledge wanted. Mr, Gulledge 
left his telephone number with me at his house. He also said I could 
contact him at the Senate District room here, extension 113, I believe. 

I did not reach Mr. Wolfson, at least I did not get the answer that 
I could transmit to Mr. Gulledge, and I called the Senate office here, 
room 113, tried to reach Mr. Gulledge to report to him the results of 
my efforts. I also—the phone did not answer here. I also called Mr. 
Gulledge’s home at a phone number that he left with me, where he 
could be reached. I have forgotten that number, Mr. Gulledge’s home 
phone did not answer. 

I called your office and some gentleman answered the phone. I told 
him who T was, that I was trying to locate Mr. Gulledge, that I had 
called extension 113, that I called his home, but I could not raise him 
and I was wondering if he could help me. 

The gentlemen’s reply whoe ver he was said that “Well, they probably 
have all gone for He whole day.’ 

Senator Morse. Mr. Broadwater, have you talked to Mr. Wolfson 
on the t telephone a any time since last Friday ¢ 

Mr. Broapwarter. Yes, sir. 
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Senator Morsr. When you talked to him did you advise him of the 
desire of the committee to have him here today at 10: 30? 

Mr. Broapwater. I told him that my understanding was that the 
committee was holding a hearing here and they desired to have him 
here and I also told him—TI don’t know whether in the same conversa- 
tion or another conversation—that according to the newspapers I 
had understood that you had issued a subpena for him. 

Senator Morse. How many times have you talked to Mr. Wolfson 
over the telephone since last Friday ? 

Mr. Broapwater. I really don’t know, Senator. 

Senator Morse. More than once? 

Mr. Broapwarter. Yes. 

Senator Morse. Several ? 

Mr. Broapwater. I have talked to him—TI just really don’t know, 
but I would say not more than three times, to the best of my knowl- 
edge. 

Senator Morse. Has Mr. Wolfson given you instructions or direc- 
tions as to the position and policy the company in his opinion should 
follow in connection with the strike ? 

Mr. Broapwater. No, sir. 

Senator Morsr. Have you discussed with Mr. Wolfson the issues 
involved in the strike ? 

Mr. Broapwater. No, sir. 

Senator Morse. Have you discussed with Mr. Wolfson the proposal 
to arbitrate this dispute ? 

Mr. Broapwarer. You are speaking about in the telephone con- 
versation ¢ 

Senator Morse. Yes. 

Mr. Broapwater. No, sir. 

Senator Morse. Have you received instructions from Mr. Wolf- 
son by telegram or letter in regard to the policies that he thinks the 
company should follow in regard to this controversy ? 

Mr. Broapwater. Senator, Mr. Wolfson doesn’t issue directions 
to me. 

My directions come from the entire board. He does not issue any 
directions other than through the board. 

Senator Morse. Well, in addition to the telephone communications 
with Mr. Wolfson, have you had communications by way of telegram, 
by telegraph or mail, which communications involved the discussion 
of this controversy ? 

Mr. Broapwarer. You are talking about the strike. 

Senator Morse. Yes. 

Mr. Broapwater. The only thing I have had in the way of com- 
munications from Mr. Wolfson other than the telephone conversa- 
tions I had with him was the copy of both of the wires that he sent 
to you. He retelegraphed a duplicate of those to me. 

Senator Morse. Mr. Wolfson is still chairman of the board of direc- 
tors of the company # 

Mr. Broapwater. That is right. 

Senator Morse. He testified in 1953 that his annual salary as chair- 
man of the board of directors was $40,000. Is that still his annual 
salary ? 

Mr. Broapwater. He doesn’t draw any salary. 

Senator Morse. Now doesn’t draw any salary ? 
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Mr. Broapwater. Hasn’t drawn any since December, I don’t be- 
lieve. 

Senator Morse. December 1954? 

Mr. Broapwater. Yes, sir. 

Senator Morse. Does he draw any travel expenses from the com- 

any ¢ . 

Mr. Broapwater. He draws expenses of $2,000 a month. 

Senator Morsr. Does he draw per diem expenses when he attends 
board meetings ? 

Mr. Broapwater. I don’t believe he does. I will have to ask the 
comptroller on that. May I ask him ? 

Senator Morsr. You certainly may. 

Mr. FLanacan. We don’t pay Mr. Wolfson any fee as a director. 

Senator Morse. I think it would help the record, Mr. Broadwater, 
just to have the comptroller identify himself for the record. It is 
perfectly all right for him to assist you. 

Mr. Franacan. I am James H. Flanagan, vice president and comp- 
troller of the company. 

Mr. Broapwater. The secretary of the company takes care of the 
fees and I have asked him to develop that information for you. 

Senator Morsr. We will insert it in the record later. That is per- 
fectly all right. 

As chairman of the board of directors, does he make recommenda- 
tions to the board as to his views as to the policies the company should 
follow in a controversy such as this? 

Mr. Broapwater. Well, he makes recommendations to the board 
and he expresses his views any time that he is present at the board 
meetings. Mr. Wolfson has not been involved in any way, shape or 
form—I don’t think he was present at a directors’ meeting for the 
last two meetings, at least I know not the last meeting. 

I don’t know whether he was present at the meeting before that 
or not. So I can make this statement to you, that the facts and the 
situation with respect to this present situation are not known in detail 
by Mr. Wolfson. What he knows is that we now have a strike here. 
I think probably that is the sum total of his information as to the 
situation here now. 

Senator Morse. Is the committee to understand that Mr. Wolfson, 
as chairman of the board of directors of Capital Transit Co., has 
not interested himself in this controversy to the extent of taking an 
active part in recommending policies or proposing possible lines of 
settlement in this dispute ? 

Mr. Broapwater. No, sir; he has not been here, and he didn’t attend 
the last meeting, and that is the time this situation really came to a 
head, that was at the last meeting of the board of directors. 

Senator Morsr. May I make very clear, Mr. Broadwater, that I have 
a very deep appreciation for the doctrine of privilege, and I do not 
want to elicit from you information which you may honestly believe 
as president of the company should be respected by you as privileged 
or confidential information. I want to make that very clear. 

As far as I am concerned, you are free on any question that I ask 
you about Mr. Wolfson to respectfully decline to answer on the ground 
that as president of the company, you do not think you should disclose 
the information, but that I eakd. seek it directly from Mr. Wolfson. 
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The last thing as a lawyer I want to do to a witness on the witness 
stand is to seek to get information that that witness would prefer to 
have me get from his principal rather than from himself. 

I will tell you that before I ask the next question, and I want Mr. 

Jones to feel free to advise Mr. Broadwater on this matter, too. 

Mr. Jones. Thank you, ° 

Mr. Broapwarer. May I comment on that before you ask the ques- 
tion. I don’t know what it is, but I will be glad to tell you anything 
that I know with reference to Capital Transit Co.’s operations, to the 
best of my ability. 

Senator Morse. You always have. 

Mr. Broapwarer. I don’t have any privileges, and that is what you 
gentlemen call it. I will be glad to tell you whatever I know. 

Senator Morse. You took the same position during the Payne 
investigation, as I recall. 

To your knowledge, what are the amounts of Mr. Wolfson’s present 
stockholdings in C apital Transit Co., if any ? 

Mr. Broapwarer. I don’t know that. 

Senator Morse. You do not know whether it is true or false, then, 
that he has sold all or almost all of his stock in Capital Transit Co. ? 

Mr. Broapwarer. I don’t think I can answer that on a yes or no 
basis. I do know, according to the records of whatever date it was, 
because we have to put this information out—I do know what Mr. 
Wolfson’s holdings were on March 14, 1955, because this is an official 
record of the company, and I have specific knowledge of that. As 
to whether he sold any or not, I don’t have any information on that 
other than the facet that I do know what he had as of March 14, 1955. 

I also know that according to published reports, and I understand 
that the proper FCC forms were filed with the FEC Commission, that 
quite some months ago it was reported in the press that he sold some 
100,000 shares of his stock. The dates, the details, I have no informa- 
tion on that. 

Senator McNamara. I would like the record to show at this point 
that the witness is not asked to answer yes or no, but to answer in his 
own way, because that is the way we are conducting the hearing. 

Mr. Broapwarter. Very good, sir. 

Senator Morse. Mr. Broadwater, do you think there is any basis 
in fact for believing that Mr. Wolfson’s nonattendance at board of 
directors meetings of Capital Transit Co., of which board he is chair- 
man, and according to your testimony, his nonparticipation in board 
of directors conferences and conversations with the officers of Capital 
Transit Co. in connection with the present controversy, is due to the 
fact that he now has very small holdings in the Capital Transit Co. 
personally ? 

Mr. Broapwarer. No, sir. I don’t know whether he has small hold- 
ings or not. He could very well have holdings that are more than they 
were when he originally bought in. I don’t know. 

Senator Morsr. We will reserve that line of questioning then until 
we can examine Mr. Wolfson himself. 

Now I want to say very good-naturedly that I respect you for your 
defense of the chairman of your board. I wish I could share your 
views as to his nonattendance at this committee meeting. I think he 
had a clear duty to present himself here this morning, but that is just 
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another difference that you and Ihave. I have a great respect for your 
defense of your prine ipal. I thoroughly understand it. 

This morning you said that one of your objections to arbitration is 
that it takes too long. I think that is based on a misunderstanding of 
the Neely-Morse proposal. You will reeall that we have proposed that 
the truce or the return to work be for 60 days. It is implied and con- 
templated that within that 60-day period we will not only have the 

arbitration award, but that will provide opportunity for other agencies 
to either proceed with finality of action as dictated by the arbitration 
award, by the facts of the arbitration award, or at least give assur- 
ance that action will be shortly forthcoming. It was certainly not 
contemplated that this was going to be an arbitration that will cover 
the period of 12 to 13 months, as you mentioned you had observed 
was sometimes the experience with arbitration. 

With that correction of your understanding, do you still take the 
position that an arbitration that would be completed within the 60- 
day period and would enable the presentation of the findings of fact 
of the arbitration board to the District Commissioners and to the 
Congress and to the PUC is still a plan for the settlement of this dis- 
pute which is unacceptable to you and the company. 

Mr. Broapwater. Well, Senator, to be perfectly frank with you, it 
pains me a great deal that I cannot be in agreement with you. 

Senator Morse. That is al] right. That is an honest difference. 

Mr. Broapwarer. There is no one in the city of Washington, includ- 
ing the Congress of the United States, that is more interested in set- 
tling this strike than I am. I think it is somewhat possible to maybe 
construe this as a deficiency on my ability to manage a company. It 
is somewhat of a demerit, I might say, against me. I have operated 
pretty substantial companies in my period of time. I never have 
had any strikes with any labor. I worked 16,000 of them for a great 
many months ata time. I always reached a solution with them around 
the bargaining table through constituted approaches with the people 
involved in it. I have always reached an agreement with these work- 
ers, With the exception of a short strike some years ago. I have for- 
gotten what it was, 1951 I believe. 

I have felt this situation very deeply. At the same time, Senator, I 
think perhaps if I could agree to your theory on this thing I might be 
substantially more popular i in Washington than I am at this moment, 
but I have firm convictions about this matter, Senator, and I have 
tried in good conscience to tell you how I felt about it. 

I have seen nothing that indicates to me that there is any relief that 
may be available on which I can rely with any degree of certainty to 
obligate my company to a firm contract that may be awarded by 
arbitrators. 

That is just my position, Senator. I tried to tell you this morning. 
There is one thing about this strike, so far as 1 am concerned. I went 
into it with a clear conscience that I had exerted every effort that I 
knew how and every avenue that I knew how to prevent it. My ef- 
forts failed. I did the best I could. We got an unfortunate strike on 
our hands that I am extremely interested in settling, but I cannot 
accept for myself the proposition of arbitration. 

Senator Morse. Speaking of a hypothetical for a moment, let’s- 
assume that the strike goes on for 2 or 8 or 4 weeks or longer, and the 
Government through proper legislation, either through legislation 
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or administrative order, decides that it is necessary for the Govern- 
ment to supply transportation in the District by some form of seizure. 

Would you prefer that course of action to arbitration ¢ 

Mr. Broapwater. Well, I will say this. If that comes about, I still 
have a very clear conscience I did the best I could. The strike is not 
settled. If it is the wisdom of other people to pass laws to seize me, 
IT will do like I have always done, I will observe all laws that Congress 
passes to the best of my ability. 

Senator Morse. If the strike is not settled in the immediate future— 
when I say that, I mean a week or two or longer—losses to your 
company pile up, losses to the operation of the Government pile up, 
losses to the men pile up. 

Do you think the Government officials who have the responsibility 
cf administering government in the District of Columbia, including 
the executive branch of the Government as well as the Congress, 
would then have a clear duty to weigh whatever steps are necessary 
to provide the people with some transportation ¢ 

Mr. Broapwarer. Well, Senator, I don’t think I would like to 
express an offhand opinion as to what I think the duty of the Congress 
of the United States is. You gentlemen are much smarter than I am. 
I am just small potatoes in this particular picture here. Whatever 
you do, I will have to go along with it. 

Senator Morse. I disagree with you on some issues, Mr. Broadwater, 
but I am not going to agree with you either on this comment that you 
just made about somebody being smarter than somebody else, because, 
may I say good-naturedly, if my hypothetical should come to pass 
and you were sitting with me in the Senate of the United States, I 
would be very much surprised if I didn’t have a Broadwater vote for 
supplying the people of the District of Columbia with some 
transportation. 

It is one thing to sit as the president of the company and another 
to sit as a lawmaker, and you will agree with me that we have a public 
duty to see that transportation is provided. 

I want to help provide it in the most reasonable fashion, but I don’t 
see how we can sit here and let these thousands of people in the 
District of Columbia for the next month go without transportation, 
because the company says they will not arbitrate and the union says, 
“We will arbitrate.” 

Of course it is true I haven’t got the union on the stand yet. I don’t 
know what their position will be on such proposals, but we will find 
out this afternoon. | 

I think you have to keep in mind that if you are going to maintain 
; system of government by law, then government has to step into 

breaches such as this, when the parties just absolutely refuse to proceed 
Ww - a procedure of arbitration. 

I don’t know what other course you have except direct action on the 
part of Government, unless you want to take the position that we 
should stand by and see the people of the District suffer and the union 
broken. I don’t want to break the union, and I don’t want to break 
this company. I want to find a solution out of your difficulties. As 
1 said this morning, I am not going to argue about fact. I want to 
know what the facts are. I may argue about the policies we ought to 
follow once we get all the facts, but you see, you proceed on the 
assumption that there is just absolutely no revenue here that can go 
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into wages and improved working conditions. I don’t know what a 
judicial finding might be on that. 

I am inclined to think that there is a lot of merit on your side of 
that argument, but I want to have a judicial finding on that. That 
is why I proposed that course of action. 

It may be that when we have all the record in, we may discover 
some of the financial policies of your company are subject to criticism 
and that some of the finances of your company that have gone into 
other channels could have gone into the wage pockets of the workers. I 
don’t know what a board of arbitration would say. 

I say most respectfully, you put yourselves in the position of seeming 
to not want to have a judicial determination of that question. 

Mr. Broapwarter. Well, Senator, if you don’t mind my suggest- 
ing 

Senator Morse. You go right ahead. 

Mr. Broapwater. I think the key to solving this strike very quickly 
is for the Public Utilities Commission to unlock the door. At least 
they haven’t done that so far. Maybe you don’t want them to do it. 
I don’t know. 

Senator Morse. I doif the facts warrant it. 

Mr. Broapwarer. I beg your pardon. 

Senator Morsg. I do if the facts warrant it. 

Mr. Broapwarter. Senator, they have the facts. Our financial state- 
ments are filed with them regularly. They know where we stand. 
They know what we have and what we don’t have. There is no ques- 
tion of determining the facts. They have them. 

If you don’t mind my making an observation on a question you asked 
Mr. Weekly as to whether or not he thought the stockholders should 
give up part of that $700,000 that they earned in the last 12 months 
to labor, I am 100 percent in accord with Mr. Weekly’s answer. 

I do not think they should give any part of it. As a matter of 
fact, I think we have contributed some $700,000 to the public of Wash- 
ington out of last year’s revenue that we should have had already. 

I don’t want to get into a discussion with you about the financial prac- 
tices, but let me tell you this: There has been, as you well know, a 
lot of conversation and criticism of the dividend policy of the com- 
pany. In my humble opinion, the dividend policy doesn’t have one 
5 cents to do with this strike. I think that my position today would be, 
based on the company’s earnings and the value of its property devoted 
to public service, identical if the company hadn’t paid one 5 cents in 
dividends since 1949. I say that for this reason, Senators. I know that 
you know this. 

Under the law, I believe, as I am told, operating a public utility, 
the people who use the service currently are supposed to pay its current 
operating costs, and a reasonable return to the stockholders. 

If that is a law, and that is the law that I am following, and that 
is the law that you gentlemen passed, and my theory would be today 
based on the company’s present earnings, that if we had not paid out 
a nickel in dividends since 1949, the sound position of this company 
should be that as long as the public is using in 1955 the property of 
the transit company for furnishing public transportation, they should 
pay the 1955 cost of that operating of that utility, plus a reasonable 
return on the 1955 depreciated costs for doing it, notwithstanding 
what they had done with X dollars in years gone by. 
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Once you get away from the fundamental law of operating a public 
utility, then I think you get into a lot of controversy. I heard you 
say this morning that this company is entitled to a fair rate of return. 

Senator Morse. I am saying it this afternoon too. 

Mr. Broapwarer. I believe } you said it this afternoon. 

Senator Morse. I said it at the Payne hearings, too. 

Mr. Broapwarer. I wonder if there is a difference of opinion. May 
T ask- 

Senator Morse. No difference of opinion as to the right of the 
stockholders to receive a fair return. I think we could have quite a 
difference of opinion, Mr. Broadwater, as to whether or not legisla- 
tion shouldn’t be passed placing some feeling upon the depletion of 
the reserves of the company that enjoys a franchise. 

But that is another argument. 

The point having been made, let me ask you these questions. I have 
in my hand the W ashington Post and Times Herald for Tuesday, 
July 5, and that has a statistical table in it which reads as follows: 


What Wolfson group put in (original investment in September 1949) : $2,200,000. 
Is that right? 

Mr. Broapwater. What was the figure ? 

Senator Morse. $2,200,000. 

Mr. Raacemacet! Round about that. 

Senator Morse (reading) : 

What Wolfson group has taken out: Dividends for 5 years, $3,119,580. 

Is that right ? 

Mr. Broapwater. I made no calculations. 


Senator Morse. Approximately, would you say that is right? 

Mr. Broapwarer. I wouldn’t approximate. If I was to answer it 
this way, that there has been more dividends paid out than the original 
cost of the stock to Wolfson, if that is the point you want to make. 
I don’t know the actual dollars. 

Senator Morse (reading) : 


Estimated market value of Capital Transit Co. shares sold or dispersed: 
$1,688,000. 

Mr. Broapwater. Actual value of what ? 

Senator Morse. Estimated market value of Capital Transit Co. 
shares sold or dispersed : $1,688,000. 

Mr. Broapwater. I am lost there. I don’t know what they dis- 
posed of. I don’t know what the market was when they were disposed 
of. I don’t know how they were disposed. All I know is what the 
value of the ones that I disposed of was. 

Senator Morse (reading) : 

Estimated market value of stock in Continental Enterprises, Capital Transit 
Co. offspring : $537,600. 

Ts that about right? 

Mr. Broapwater. Well, the value of the property was substantially 
more than that. I don’t know, but I think that may be the book cost 
of the property. 

Senator Morse (reading) : 


What Wolfson group still holds: Estimated value of Capital Transit Co. 
shares still owned, $2,728,000. 
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Mr. Broapwarter. That is pretty speculative. 

Senator Morse. Right now I should think it would be. 

Mr. Broapwarer. Alw: ays has been. 

Senator Morse. I think more so today. 

[ understand that you do not have these figures. 

It is not fair to ask you whether or not these conform to the facts. 
In view of the fact that the dividend matter has been raised, I think 
we ought to know whether or not these are reasonably accurate. 
Could your comptroller advise us as to whether or not these figures are 
accurate ¢ 

Mr. Broapwarter. I doubt it, because we wouldn’t know anything 
about the transactions of Wolfson and his associates, even Wolfson 
himself, only as to the number of shares he held. He would have no 
knowledge as to what they were sold for, or anything like that. 

Senator Morse. You wouldn’t have available to the committee any 
source that would be able to advise us as to whether or not these are 
accurate figures, 

Mr. Broapwarter. No, sir: I wouldn't. 

Senator Morse. You do testify that the company has taken out in 
dividends more than the company paid for the property in 1949. 

Mr. Broapwater. No, sir; I say that the Wolfson group as a whole— 
how it is divided among all of them, I don’t know—I say that there 
has been more dividends paid than the original cost of the stock. I 
don’t have the tabulation, but I think over a period of 6 years, if I am 
going to guess, probably we paid $35 in dividends to each share of stock 
purchased at $20 a share. I think that is somewhere in that range. 

Senator Morss. Am I to understand that it is your position that 
when a company has been granted a franchise and at least the alleged 
wrivileges that go along with the franchise, that a public 1 ‘egulatory 
body should not exercise any control over the amount of dividends 
that can be declared out of the reserve of the company for the benefit 
of the stockholders as well as out of the earnings of the company. 

Mr. Broapwarter. No, sir; I don’t think they should have any such 
authority as that. I think they should have the authority to fix the 
fares. As I tried to explain earlier this morning, there is very little 
that management controls now itself in the way of cost or revenues 
very little. 

Senator Morse. Am I correct in my understanding that you do not 
think that a public utility commission should have the authority to re- 
quire that a certain amount of earnings be set aside in a reserve to 
meet emergencies to be used in times of unexpected reduction in reve- 
nues to meet these increases in labor cost ? 

Mr. Broapwarter. They have a statutory authority, I believe, to con- 
trol depreciation. So far as I know they have no other statutory 
authority to control dividends or any other reserves. 

Senator Morse. You would be opposed to any legislation that placed 
any restriction upon the board of directors of a regulated monopoly 
to dissipate reserves, so that there is not left any funds with which to 
meet for a temporary edioa for an emergency that may be caused by 
a strike until such time as additional funds can be obtained either by 
fare increases or by tax exemptions or other sources of revenue ‘ 

Mr. Broapwarer. You ask me if I would oppose such legislation ? 

Senator Morse. That is right. 
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Mr. Broapwater. Whether or not I would oppose it or not—— 

Senator Morse. I don’t mean it to be entirely rhetorical, but almost. 
I would like to have your answer for the record. 

Mr. Broapwarer. I don’t know whether I would officially appear 
and oppose it or not, because I don’t think it would do any good for 
me to oppose it. In principle, I don’t think the regulatory authority 
should have control of any funds over and above those funds that are 
now controlled in the form of depreciation unless perhaps under their 
rate orders the company that earned more than they set as a fair and 
reasonable return. And I think whatever overage was generated could 
very well probably be controlled by a regulatory body. But as long 
as they earned less, and that is the history of this company since 1943, 
I believe, except for a short period during World War II, this company 
has earned less than the Public Utilities Commission has said was 
fair and reasonable. 

It seems perfectly logical to me that if that is true, and I know it to 
be true, that then the management and directors of the company should 
have the privilege of saying what they shall do with those inadequate 
returns that they earn. If they see fit to pay them to the stockholders, 
I think that is perfectly right and proper. 

Senator Morsp. Let's assume a very strained and exaggerated hypo- 
thetical. Let’s assume a tremendous storm in the form of a tornado 
struck Washington, D. C., and destroyed your carbarns, and destroyed 
your machine shops, tore down 90 percent of your trolleys, hit a bus 
terminal and destroyed all the buses. 

Let’s assume the result was that you lost, say, 70 percent of your 
physical property. Do you think that reserve funds should be used 


Mr. Broapwarter. I certainly don’t think that determination should 
rest in the regulatory authority. I think that is the prime responsibil- 
ity of the directors of the company. 

Further than that, a great deal of that hazard that you mentioned 

is covered by insurance and we are amply protected in such situations 
as you recite, 
Senator Morse. I said this could be an extreme hypothetical. Let’s 
assume that the night before the insurance company went into receiver- 
ship so you weren’t covered by insurance. I want to ask if you think 
that one of the purposes of reserve funds is to meet temporary emer- 
gencies as they arise, and if you delete practically all of them for divi- 
dend purposes you haven't the reserves to meet the emergencies. 

My question isthis: Do you think that a company should be allowed 
the alt, if it is a regulated company, operating under a franchise, to 
so deplete its reserves by way of high dividend payments to the stock- 
holders that it doesn’t have any funds with which to meet emergencies ? 

Mr. Broapwarter. I think that is within their judgment, that they 
should have that authority. Obviously, they have as much concern 
about a situation as that as anybody else. 

The difficulty about placing a highly speculative situation like that 
in the hands of a regulatory authority is that, when you incur the dis- 
pleas of the regulatory authorities, you never get any dividends, 

cause they could freeze all your earnings and they could testify that 
is right and proper, and I don’t know any way to get around it. 

I think it is a dangerous thing to put it in their hands. 
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Senator Morse. I am not talking about giving them the authority of 
denying you the payment of dividends. I am talking only about a 
legal restriction that would prevent you from completely depleting 
your reserves and putting all your reserves into the form of dividend 
payments, so you don’t have any money left in reserves to meet emer- 
gencies; to wit, the type of emergencies I now want to describe. 

I judge from your remarks that you do not think that reserves should 
be used to meet emergency labor situations that are created by a strike 
for that temporary period of time until your regulatory body can sup- 
plement your revenue either by fare increase or tax exemption or what 
not. You don’t think that reserves should be used for that purpose ? 

Mr. Broapwater. I don’t know how I could put any specific answer 
as to what any reserves, if available, should be used for. That would 
be determined, of course, in the light of all the circumstances that then 
were before us, and what we should do about it. 

With respect to your answer about maybe the insurance company 
would go into the hands of receivers and didn’t have the payment to 
make to us, we would protect ourselves against that contingency too, 
because we spread our insurance around among 100 or more nationally 
known insurance companies, so we kind of protect ourselves a little 
there too 

Senator Morse. I think you do very well protecting yourselves, Mr. 
Broadwater. 

But coming back to this point of mine—I am dead serious about 
this point—about the use of reserves to meet various types of emergen- 
cies, of which a labor dispute is one. If I understand your financial 
philosophy, it is that you do not think that any reserves that you now 
have—and you have some—should be used to bridge you over this 
period of time until the Public Utilities Commission can hand down a 
decision that would help meet your additional labor costs that might 
flow from granting these men some benefits, which leads me to the 
question, and you perhaps have received advice of counsel on this: 

Is it your understanding that the PUC has no authority to issue 
a temporary order that will provide you with some financial relief to 
meet labor costs, increased labor costs ¢ 

Mr. Broapwarter. Just the reverse is true. My understanding on 
advice of counsel is that the Public Utilities Commission can put a 
change in our fares into effect on 10 days’ notice after we file the appli- 
cation; isn’t that right ? 

Mr. Jones. Yes. 

Senator Morse. Doesn’t that weaken your argument against arbitra- 
tion? If the arbitration award comes down and it results in an in- 
creased labor cost, then you have a strengthened position before the 
PUC, first, for a temporary order, and then for a final order later 
when the complete hearing on your petition of June 6 is held. 

Mr. Broapwater. No, sir, that doesn’t weaken my position a bit. 
The reason for that is—again I want to make myself clear—that there 
are now two new Public Utility Commissioners, Chairman Hayes and 
General Lane. General Lane has been on there for a short period of 
time. 

I don’t think what I say applies to them. The long history of regu- 
lation of this company under the Public Utilities Commission has 
always been, as I have recited many times, they do not provide the 
dollars that are necessary to provide a fair return to this company. 
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My position is this. If they did that, then this question of having 
funds available to meet contingencies, Senator, would be disposed of, 
because the funds would be there. 

| don’t take the pos sition, Senator, at all, that when a company earns 
the insignificant rate of 3 percent on the value of its property, used 
by the public, that they should take out of that 3 percent another 1 
percent or | and one-half pereent or 2 percent or maybe 3 percent 
and give it to k: abor or give it to anybody. 

I think it belongs to the stockholders. I think they ought to have 
it. I don’t think they got half enough. What is wrong with this 
whole thing, if you don’t mind my saying se, is the lack of fixing and 
providing the number of dollars to provide a fair return on the course 
of this property, original cost, if you please, less depreciated value, 
devoted to public service, 

Once we solve that probem, you don’t have any strikes, I don’t have 
any argument with the Public Utilities Commission, you don’t have 
me over here chewing me out. 

Senator Morse. That is the last thing I would want to do, chew you 
up. I want to cooperate with you and get this strike settled. 

Mr. omen vrer. I withdraw that statement. 

Senator Morse. Mr. Broadwater, you say you haven't had any ar- 
bitration since 1949, but there have been arbitrations on the property. 
Is it not true that those arbitration awards were always within the 
ability of the company to pay and that they were followed by rate 
adjustments ¢ 

Mr. Broapwarer. Well, obviously, they were within the ability 
of the company to pay, because they were paid. I think that the 
costs perhaps came out of what justly should have gone to the stock- 
holders. Iam not criticizing the former management, Senator. They 
did what they saw their duty to do at the time that they were serv- 
ing, and I have no fault to find with them. 

Senator Morse. They arbitrated disputes, and they didn’t go broke, 
as evidenced by fhe fact that the *y built up this reserve, which ‘the ¢ Cap- 
ital Transit Co. was able to deplete by way of dividends to the stock- 
holders. The arbitration awards didn’t financially destroy the com- 
pany when the procedure was used ; isn’t that right ? 

Mr. Broapwarer. Obviously, it didn’t because we are still doing 
business. 

Senator Morse. My final question to you now, with the right later 
in the week, Mr. Chairman, or whenever we have other hearings, to 
ask Mr. Broadwater some further questions, is this one: 

As between fair wages for these employees—and I understood you 
to testify that you thought that they were entitled to wage increases 
as between— 

Senator McNamara. Mr. Broadwater wants to interrupt. 

Mr. Broapwarer. I don’t believe you got the full import of my 
statement. 

Senator Morse. Correct this impression if it is wrong. Let me 
tell you what my impression is. I understood you to say “this morn- 
ing that you thought an arbitration award would result in some in- 
creases in wages and that you thought the workers deserved an increase 
in wages and you paid them a compliment for the grand job they have 
performed for the company. I assumed from that that you believed 
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that if the revenues were available, these workers were entitled to 
some increase In wages. 

Mr. Broapwater. I stick to that statement, provided the revenues 
are available or made available, these gentlemen who operate this sys- 
tem should have some consideration in the form of increased compen- 
sation. 

Senator Morssr. Fine, I stick to my interpretation that you believe 
on the merits these men are entitled to an increase In wages? 

Mr. Broapwarer. I don’t agree that they are entitled to what they 
asked for. 

Senator Morsr. I made that clear this morning in my conennny. 
They are entitled to X cents, whatever the amount should be. I don’ 
know what the amount should be. That is why I want an arbitrat co 

bed question is: Between fair wages to your employees and a higher 

‘ lower dividend to your stockholders, which do you ‘think déee rves 
i reference ? 

Mr. Broapwarer. I again apologize, Senator. A note was just 
pe issed, and I didn’t absorb t he statement. 

Senator Morse. I have been in that position many times. 

‘As between an increase in wages that would result in fair wages to 
your employees or increase or decrease in dividends to your stockhold- 
ers, which should have preference ? 

Mr. Broapwater. If stockholders were receiving a fair return on 
the use of their property, then I could go along with you, that maybe 
they should ki 1d of share that a little bit with union, but not under 
their present contract that may be in existence for X dollars an hour, 
but maybe in some negotiations after a new contract, but only in the 
event the stockholders had a fair compensation for the use of their 
property by the public. 

Senator Morse. Is it your position, then, that the use of the brains 
and the loyalty and the sinews of these men in the operation of the 
system, which makes it possible to earn an income, at least some dol- 
lars above costs of operation, should be sacrificed when it comes to 
assuring them a fair wage in preference to paying a dividend on the 
use of cold dollars owned by stockholders ? 

Mr. Broapwater. Well, 1 think, if 1 have a contract with labor 
saying Il am to pay them $1.90 cents an hour, and I pay them that 
$1.90 cents an hour, and although my stockholders earn only 50 per- 
cent of what they are entitled to, I don’t think I h: ave any obligation 
to labor to give them any part of the 50 percent that is ‘available to 
stockholders. I think my obligation to labor is 
ognized we have to meet. 

When you get over into negotiating a new contract, my postion is 
that if this company and its stockholders, whoever the »y may be, had 
been earning a fair rate of return on the use of their property, we 
could well say, “Well, we will give some consideration and probably 
give you some money. Maybe we will chisel a little on the stock- 
holders.” But not in the present situation. 

Senator Morse. Mr. Broadwater, you have reached the point now 
where you have no contract and where the stockholders are entire shy 
dependent for any revenue from their stocks from the revenues result- 
ing from the use of the brains, the loyalty, and the sinews of these 
workers by paying them a fair wage. Doesn’t it follow equitably that 
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the workers are entitled to some contribution from the company out 
of reserves until such time as the revenues can be provided to pay these 
additional labor costs? 

Mr. Broapwater. I can’t get into the position of saying that X 
stockholder shouldn’t have his money, but labor should have theirs. 
I can’t get into that position. I think these stockholders, some of 
them who have put up their money, have been pretty loyal too. I 
think a lot of them live on what they get from the transit company 
in the form of dividends. That would place me in the position of 
saying who was going to eat and who was not going to eat, and I 
can’t get into that position. 

Senator Morse. Mr. Broadwater, would you prefer to have the 
District of Columbia government take over your transit company 
and operate it either as a municipal system or under some other fran- 
chise arrangement that it might prefer to make with some other com- 
pany ¢ 

Mr. Broapwater. Would I prefer 

Senator Morse. Would you prefer to have the District of Columbia 
government take over, lock, stock, and barrel, the Capital Transit 
Co. and operate it either as a municipal system or dispose of it accord- 
ing to its wisdom by way of granting a franchise to some other com- 
pany and relieve the Capital Transit Co. of the responsibility entirely 
of supplying mass transportation service to the District ? 

Mr. Broapwarter. That is such a broad question, too, Senator, that 
I don’t think that as one director and as officer of the company I 
should express an opinion on that without actual discussion as to 
what the wishes of the board are. 

Senator Morsr. As you read in the press, it is said by some that 
the course of action of the company in not only this matter but in 
previous difficulties with various agencies of the District of Columbia 
would seem to indicate that the company really want to unload the 
system onto the District of Columbia Government. 

Is there any basis in fact for that ? 

Mr. Broapwarer. I have seen that statement several times. It is 
one that has become rather threadbare. I don’t know how I could 
unload something on somebody unless they want to take it. I don’t 
know of any method of unloading a transit company on the District 
of Columbia unless the District wants to have it unloaded. They 
have to have a two-way proposition on that one. 

Senator Morse. Is the Cound of directors attempting to dispose of 
this property ? 

Mr. Broapwater. Not that I know of. 

Senator Morsr. That is all for now, Mr. Chairman. 

Senator McNamara. Senator Case has some questions, apparently. 
I have one question I would like to ask that has been developed from 
this line of questioning. 

Mr. Broadwater, you indicated that you pay Mr. Wolfson $24,000 
a year for expenses. Was that a correct interpretation of what you 
said ¢ 

Mr. Broapwater. That is correct, sir. 

Senator McNamara. What does he do to earn this expense money ? 

Mr. Broapwarer. I beg your pardon. 

Senator McNamara. What does he do for that allowance of $24,000, 
$2,000 a month ? 





a 


Me 





CAPITAL TRANSIT CO. MATTERS 77 


Mr. Broapwarter. As I have stated many times, he doesn’t keep 
any daily log. I don’t believe he keeps a daily log of what he does. 
I know he contributes from time to time quite a bit to the transit 
company. 

As to the details of what he does, that would be a matter that I 
think he could answer. 

Senator McNamara. As president of the company, you do not 
know ¢ 

Mr. Broapwarter. No, sir, I do not know. I know what he does, 


yes. He spends a lot of time with the transit company. How much 


I don’t know. I consult him from time to time when I have occasion 
to and have need to. 

Senator McNamara. Thank you. 

Go ahead, Senator Case. 

Senator Casr. One of my questions was somewhat along that line. 
Mr. Wolfson, I take it, does not account for his expenses that he incurs 
for which this is supposed to be reimbursement. 

Mr. Broapwarer. No, sir, he makes no accounting other than by 
formal resolution of the board of directors, and I think it is fair to 
say after consideration by the Public Utilities Commission in an 
unofficial and practical approval, when Mr. Wolfson reduced, elimi- 
nated his salary of $40,000 a year, he was voted a $2,000 a month fee. 

In connection with that, I think this should be added: Senator 
Morse asked me whether or not he received a fee for attending direc- 
tor’s meetings, and the information I have on that is that he does 
not receive any fee for attending directors’ meetings or traveling 
expenses in connection with that. 

Senator Case. He does not receive travel expenses in addition to 
this $2,000 a month? 

Mr. Broapwarer. No, sir. 

Senator Cast. Do other members of the board receive expense allow- 
ances ¢ 

Mr. Broapwater. No, sir. 

Senator Casr. Do other officers 

Mr. Broapwater. Those that travel from out of town, yes, sir. 

Senator Casz. They submit a statement of expense, and they are 
reimbursed for actual expenses? 

Mr. Broapwarer. The custom is that we pay them a flat fee based 
on wherever they live. 

Senator Casr. Roughly calculated to take care of their expenses? 

Mr. Broapwater. Yes, We don’t require a detailed breakdown of 
what a director’s actual expenses are for attending a meeting. 

Senator Case. Is there any relation as far as you know to what Mr. 
Wolfson’s disbursements are and the $2,000 a month, or is this just 
something that is stated to be an expense ‘allowance, therefore perhaps 
giving color to its nontaxibility, and so forth, which may be an advan- 
tage to him and no disadvantage to the company ? 

Mr. Broapwarsr. I don’t know of any tax advantage that is avail- 
able on that arrangement to Mr. Wolfson. 

Senator Case. Unless there are actual expenses incurred. 

Mr. Broapwarter. I assume he accounts for his affairs as everybody 
else does. 

Senator Case. But he doesn’t account to the company for that? 
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_ Mr. Broapwarer. He doesn’t. We issue a check for $2,000 at the 
first of every month in accordance with the resolution of the board of 
directors. 

Senator Case. You say you did not discuss with him the decision not 
to arbitrate this particular dispute ? 

Mr. Broapwarer. Over the telephone, as Senator Morse specifically 
asked me. 

Senator Case. But he did share in the decision that the board made 
on which you reported to us last week ? 

Mr. Broapwarer. No, sir, he did not.. He expressed no views on it, 
but over ». long period of time, since 1949, I have had many arguments 
vith Mr. Lou Wolfson about the merits and demerits of arbitration. 
I don’t oe how many times, but many times, because we are always 
confronted with it when a labor contract begins to run out. Labor 
always insists on arbitration. We oppose it. 

Senator Case. But the decision that the board took, so far as you 
know, was not based upon advice from him ? 

Mr. Broapwartsr. He certainly conveyed no information to the 
board. I don’t think he has been in touch with any ay idual member 
»f the board so far as I know. I didn’t ask him. I don’t know. I 
know i didn’t participate in the deliberations. 

As I said, I think he has limited knowledge, very limited knowledge 
of all the facts leading up to the situetion, because he is not required 
to get into the operating problems of the company. That is my job. 

If he is going to get into that, then the directors don’t have any use 
for me. He doesn’t get into the detailed operations of the company. 

Senator Case. What is your conception of his function in regard 
to the company ? 

Mr. Broapwarter. His function is: He shall preside at all meetings 
of the board of directors. 

Senator Case. Have you had many meetings this year? 

Mr. BroapwaTer. Yes, we meet once a month, and sometimes we 
have special meetings, and sometimes we have meetings of the executive 
committee. 

Senator Case. But you wouldn’t suggest that $2,000 a month was a 
reasonable compensation for presiding at meetings of the board and 
doing nothing else? 

Mr. Broapwarer. I think it depends on many things. You can 
obtain the services of some individual for 50 ¢ ents and you can obtain 
the services of another one for $50,000. It all depends on the degree. 
[ think Mr, Wolfson, if you ask my personal opinion, has made a very 

valuable contribution to the management of the affairs of the Capital 
Transit Co. since 1949 down to the present. 

Senator Casr. But he has not taken part in the present dispute or 
in the establishment of company policy in regard to handling it. 

Mr. Broapwater. In regard to what? 

Senator Casr. In regard to handling this present dispute, he has 
not taken part in the company’s decision. 

Mr. Broapwater. He did not attend the last meeting. I don’t know 

hether he attended the meeting before that. Does anybody here 
know? Iam sorry, but I don’t have the secretary here. I can’t answer 
that. He doesn’t attend all meetings. I think that will cover the 
question. He attends as many as he possibly can, I assume. 
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‘nator Case. You spoke before about this question of the company 
being entitled to a fair return on the deprec iated original cost. of the 
property devoted to ee use, 

Mr. Broapwarter. I said that was the law. It is my belief that that 
Ss fair. 

Senator Casr. I would like to come back to thar, but ask you this 
first: Could you tell me what other things the company spends its 
money for in addition to wages? 

Mr. Broapwater. I am sorry, Senator, but I don t hear you. 

Senator Case. What does the company buy? Do you buy your 
electricity ? 

Mr. Broapwater. Yes. 

Senator Casz. Do you buy it under a long-term contract ? 

Mr. Broapwater. We buy it under contract, but an electrical con- 
tract is always subject to revision, approved by the Public Utilities 
Commission. 

Senator Casz. Suppose the company which sells you your electric 
power charged you an increase in rate. 

Mr. Broapwater. Well, they do that. 

Senator Casr. Did you ever consider stopping the operation of the 
transit company because you didn’t want to pay what the company 
selling you power charged you or wanted to charge you for it? 

Mr. Broapwater. Not at all, because I knew the electric company 
wasn’t going to strike. They are going to furnish electricity. That 
is their obligation. They have to furnish it. I rassled with them for 
quite a while before they ever agreed to it. 

Senator Case. Agreed to what ? 

Mr. Broapwatrer. What? 

Senator Casr. Agreed to what? 

Mr. Broapwater. The rate that we pay them. It hasn’t been too 
long since it was modified. That is the time I say I spent quite a bit of 
time negotiating with them. 

As a matter of fact, we were scrapping with them before the Pub- 
lie Utilities Commission, opposing the proposed increase. Later on 
we got together and reached a compromise and settled this thing. 

Senator Case. When it comes to getting other things that the com- 
pany needs, we will say equipment, you pay what you have to pay, 
I take it, and never consider not purchasing something the absence 
of which would make it impossible for you to operate ? 

Mr. Broapwatrr. We pay the price of what the vendor asks. 

Senator Casr. The going rate ? 

Mr. Broan WATER. L don’t necessarily say it is the going rate, be- 
cause we shop. If we don’t like one price, we try another one. I went 
into violent disagreement with one of my directors several years ago 
because he was associated indirectly with one bus manufac turing out- 
fit, and he thought the company ought to buy buses from that com- 
pany, and I had what I considered to be a better deal from another 
company, and I bought the other company’s buses. 

Senator Case. I think that is very commendable. 

Mr. Broapwarter. I am not asking for any praise. I am showing 
you we don’t pay the price because it is asked. 

Senator Case. That is not the point I have in mind. I take it you 
have never considered shutting down operations because you thought 
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some vendor or other seller of an essential service or commodity either 
charged or was going to charge what you though was too high a rate. 

Mr. Broapwater. No, sir, not at all. 

Senator Casr. Yet in the case of a dispute with labor, you have 
no feeling that it is not perfectly all right to shut down rather than 
to submit to arbitration. 

Mr. Broapwarter. Of course, the plain fact of the situation is that 
the transit company didn’t shut down. The workers declined to work. 
The transit company didn’t shut down. 

Senator Case. They declined to work at the previous rate. On the 
other hand, you made no counter offer. 

Mr. BroaDWATE - I don’t think that is exactly right. 

Senator Casr. I didn’t mean to make any statement or create any 
impression that is contrary to the fact or to indicate that we don’t 
know what the situation 1s. You did, in response to a committee 
question, suggest that if rates were raised in two instances you would 
be willing to have the increased income of the company due to those 
two instances put toward increasing the hour ly rate of pay of the 
employees, provided they agreed to accept that in full settlement and 
to drop the fringe benefit question. 

I think that is the position of the company. 

Mr. Broapwarter,. That is correct. 

Senator Casr. That is the only move the company has made in any 
direction toward any adjustment of rate of compensation or any other 
economic demand of the union ; that is correct, isn’t it 7 

Mr. Broapwater. I think they made some minor agreements with 
them on some of the items in the request. I don’t know what they 
were. I didn’t sit in on all the negotiations. 

To get to the answer, if I offered them any cents per hour increase 
in their wages, the answer is, “No.” 

Senator Case. And you were not prepared to offer 25 cents. Are 
you prepared under present conditions to make any offer at all? 

Mr. Broapwater. No, sir. 

Senator Case. Not a penny / 

Mr. Broapwater. No. sir. 

Senator Case. Just one more question on this philosophical matter 
of what kind of a return a utility is entitled to receive. It isn’t your 
contention that any public body should guarantee a return to a utility, 
is it? 

Mr. Broapwarer. No, sir. I don’t have any such feeling as that. 

Senator Casr. But merely that a rate structure should be permitted 
which would allow a fair return; is that your understanding of the 
way the law is or ought to be ? 

Mr. Broapwater. Well, I would say it is the duty and the obliga- 
tion of the regulatory authorities to establish a fare that will oat 
a reasonable return. It is within their discretion as to what that 
cent might be. But I tried to make clear here this morning that w ia 
you have the histor y that we have over a long period of years, ane 
it has never occurred that the rate that they provide anywhere came 
near to producing what they said was a fair rate of return, then I say 
it is time just to take a look and see why that happens. 

I can understand how you can miss it once, but when you miss it 
every time, that is just something else behind that. 
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My directors permit me to make some mistakes, but if I made a mis- 
take all the time, I would be out of a job, I expect. 

Senator Case. You do concede that the matter is not altogether in 
the control of the regulatory body. The operation of the company 
is not in their hands. 

Mr. Broapwater. I don’t subscribe to that. I think probably the 
Public Utility Commission has direct control of possibly 90 to 95 per- 
cent of thhe operating costs of Capital Transit Co. They fix the num- 
ber of buses we shall put on the street. They fix the schedules they 
shall runon. When they fix those schedules, we have to provide the men 
to run them. We have to provide them at hours they say they run. 
That is where our costs are. About 70 percent of the total cost of the 
transit company is in the hands of labor, in the way of wages and 
other things. 

The Public Utilities Commission says what we run, and we run what 
they say we should run. They absolutely control me. There isn’t much 
latitude in which I have to maneuver. 

Senator Casr. I don’t have any further questions. 

Senator McNamara. Do you want to pursue any further questions ? 

Senator Morsr. No further questions. 

Senator McNamara. There seems to be no further questions. We 
want to thank you. We will be glad to have any further statements 
or information you want to put in the record. 

Mr. Broapwater. I would like to put this in the record, if I may. 
A note has been passed to me and it says that he talked to Mr. Wolfson 
at 2:30 p. m. today. He is leaving to be here Monday. He had not 
at 2:30 p. m. today been served with a subpena. Mr. Wolfson said 
he registered under his own name at the Fairmount Hotel in San 
Francisco and is now at the Beverly-Wilshire Hotel under his own 
name. 

That memorandum was passed to me. Some gentleman has talked 
to him. 

Senator McNamara. You don’t know who it was. You don’t know 
who talked tohim. Some unknown person talked to him. 

Mr. Broapwarer. Mr. Charney. 

Senator McNamara. You want to identify him as the gentleman 
who talked to Mr. Wolfson, and this is a memorandum from him? 

Mr. Broapwater. Yes, I am reporting it as a memorandum from 
Mr. Charney. 

Senator McNamara. So the record will show who gave it to you. 

Senator Morse. Mr. Wolfson is now, according to your understand- 
ing, at the Beverly-Wilshire Hotel in Beverly Hills? 

Mr. Broapwarter. This says, he is now at the Beverly-Wilshire 
Hotel, registered under his own name. 

Senator McNamara. We have information that he left the Fair- 
mont Hotel this morning at 1:30 a. m., so that is consistent with the 
inemorandum. We have that information. 

Mr. Broapwarter. I haven’t been in touch with him. I wouldn’t 
know. 

Senator McNamara. Is Mr. Bierwagen here? 

Mr. Broapwarter. Thank you very much, Mr. Chairman and mem- 
bers of the committee. 

Senator McNamara. I wanted to thank you before you left. We 
appreciate you coming here and for the testimony you gave. 
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Senator Morse. I want to thank Mr. Broadwater, teo, for the co- 
operation that he extended to me in making a record on the points that 
were of interest to me. 

Mr. Broapwater. Thank you, Senator. 

Senator McNamara. I am sure Senator Case joins us. 

Mr. Broapwarer. Did I understand you to say I am dismissed ? 

Senator McNamara. Yes. 


STATEMENT OF WALTER J. BIERWAGEN, PRESIDENT, LOCAL DIVI- 
SION 689, AMALGAMATED ASSOCIATION OF STREET ELECTRICAL 
RAILWAY AND MOTOR COACH EMPLOYEES OF AMERICA, A. F. 
OF L., ACCOMPANIED BY BERNARD CUSHMAN, COUNSEL 


Mr. Brerwacon. I have brought with me Bernard Cushman, our 
counsel. 

Senator McNamara. We will be glad to have you and whomever 
you like to sit by you take seats at the table. 

There has been some indication by Senator Morse that he has some 
questions. That is the reason I have asked you to take your seat at 
the table. 

We will proceed in that manner, since I have no questions. 

Senator Morse. May I put in the record a memorandum which deals 
with our resolution, Senate Joint Resolution 83% It is a memorandum 
that I have had prepared in regard to the legislative history of the law 
that makes it possible for this company to hold a franchise. I ask 
permission that it be inserted in the record with this brief summary. 
It simply makes clear that at the time the law was passed January 14, 
1933, Senator Capper of Kansas and Senator Blaine of Wisconsin 
made very clear by way of legislative history on the floor of the United 
States Senate that what was added to the bill at that time, House Joint 
Resolution 154, that Congress reserves the right to alter, amend or 
repeal this resolution, was put in for the purpose of making very clear 
that the people accepting a franchise under the law would not be en- 
titled to any compensation for the cancellation of the franchise. I 
want the record to show that that was made part of the legislative 
history of the law. 

Senator McNamara. I am sure Senator Case has no objection, and 
it will be made a part of the record at this time, without objection. 

(The document referred to follows :) 

(Senator Mor " submitted the following statement on the legislative 


history of sec. 13 of the law of 1933 adopted by the 72d Cong. on 
H. J. Res. 154:) 


Immediately prior to its adoption by the 72d Congress as the aforementioned 
statute of January 14, 1933, House Joint Resolution 154, or that part thereof 
finally numbered section 13, contained a reservation clause reading as follows: 
“That Congress reserves the right to alter, amend, or repeal this resolution.” 
It was not until this resolution reached the floor of the Senate for final consid- 
eration that Senator Arthur Capper of Kansas, as chairman of the Committee 
on the District of Columbia having jurisdiction over the resolution, proposed that 
the reservation clause be enlarged by the addition thereto of the following phrase : 
“| That the Congress reserves the right to alter, amend, or repeal this resolution, } 
or any charter or certificate of incorporation made thereunder, and any and all 
rights of franchise created by this resolution shall terminate 1 year following 
its repeal.” This addition to the reservation clause was labeled the Capper- 
Blaine amendment ; and its adoption represented a final victory for Senator John 
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J. Blaine of Wisconsin who, as early as 1929, had sponsored the inclusion in 
kindred legislative proposals of a reservation clause thus expanded. As Senator 
Capper acknowledged, however, credit for the origination of this enlarged reser ‘va 
tion clause was to be shared by Senator Blaine with Richmond B. Keech, people’s 
counsel to the Public Utilities Commission of the District of Columbia and the 
local Federation of Citizens Associations. 

The reasons assigned in justification of the reservation clause (sec. 13) as 
amended and finally enacted were that the public interest could not be ade 
quately protected by the retention by Congress of merely a right to alter or repea! 
the statute or resolution approving the merger of the street railway corporations. 
Prior to the exercise of so limited power of amendment or repeal, contracts 
entered into by utilities participating in, or resulting from, this merger would 
have given rise to various private rights which, by virtue of having become 
vested, would be protected by the due process clause of the fifth amendment 
and accordingly would be beyond the constitutional competence of Congress to 
impair merely by repeal of the resolution which fostered their creation. To be 
enabled constitutionally to subject such contractual rights to impairment and 
thereby to forestall all attempts by the public utilities by contractual stipulation 
to exempt themselves from effective regulation in the public interest by the 
District Public Utilities Commission, Congress, sponsors of the amended reserva 
tion clause contended, would have to retain by express provision the power not 
merely to alter or repeal the resolution approving the merger but also to revise 
or terminate contractual rights resulting therefrom. 

Senator Morse. I think, Mr. Bierwagen, my cross-examination can 
be very brief, if you can advise me whether or not you listened to the 
examination of Mr. Broadwater. 

Mr. Brerwacen. Yes, sir; I did. 

Senator Morse. Did you listen to my statement concerning arbitra- 
tion that Senator Neely and I made in the press release last night ? 

Mr. Brerwacen. Yes, I did. 

Senator Morse. Would the union be willing to resume operations 
of the transportation system in the District of Columbia on condition 
that a board of arbitration be appointed either by agreement between 
the parties or by the Federal Mediation and Conciliation Service, or 
by some other Federal agency that they would resume operations for 
60 days pending the arbitration of this dispute on its merits ? 

Mr. Brerwagcen. Senator, I would like to preface my remarks just 

t 
a little. 

Senator Morse. I want you to proceed in your own way. 

Mr. Brerwacen. Mr. Chairman and Senators, I don’t feel like I 
am a principal in a labor dispute after listening to some of the testi- 
mony here this morning. I feel more like a pawn in a chess game, 
in which the principal parties are the Capital Transit Co. and others. 
I think that is an unconscionable and cruel thing to impose upon 
working people. I think when that question is finally resolved and the 
key is finally unlocked, when this strike ends, that hinted owes the 
men of Capital Transit Co., the workingmen, a management fee far 
in excess of $2,000 a month. 

As to the question of arbitration, I have this to s: 

Just before I say that, I want to say that in sceaniihads with that, 
I too believe in the private enterprise system. I believe that this 
transit company should operate under the private enterprise system. 
Rut my concept of what is private enterprise, as I was taught when 
I was in school, was that it was the stockholders who took the risk of 
management and not the workers. 

In order to resolve this issue, we have consistently offered to submit 
the issues to arbitration. We knew that we could not get any offer of 
uny substance from management. It has been the traditional policy 
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of this union since 1917, this local union, and it has been the traditional 
policy of the international union since 1892, to peacefully resolve 
these disputes between management and labor in a public utility by 
arbitration in the public interest, and we are still of that same feeling, 
and I have consistently advocated that policy. 

As to the merits and as to the position of the union on this specific 
request of the Senators, I would like to have the opportunity to have 
Bernard Cushman, our counsel, fully explain our position on that 
proposal. May I, Mr. Chairman? 

Senator McNamara. You may take over at this point. Does the 
reporter have the name of your counsel ¢ 

Mr. Brerwacen. Yes. 

Mr. Cusuman. As Mr. Bierwagen has pointed out, this union is 
dedicated to the principles of voluntary arbitration. In tact, as the 
committee probably knows, the constitution and bylaws of the inter- 
national union contain a provision that no strike benefits will be paid 
and no strike approved unless and until the local union in question 
has offered arbitration to the employer and that employer has refused 
arbitration. 

Consistently with our notion that in a public utility it is imperative 
that the parties to a labor dispute recognize the public interest in the 
inaintenance of uninterrupted service, we have continued to endorse 
the principle of voluntary arbitration. We do so now. 

With reference to the specific proposal which we have before us 
from Senators Neely and Morse, we are in principle in accord with 
that suggestion. We have some questions about it, which I would like 
to outline and some qualifications which we would like to place before 
the conmittee. 

We would be willing to recommend to our union people—and we feel 
confident that they would aceept—a proposal that they go back to 
work for a period of 60 days, the dispute, as I understand it, to be 
arbitrated within that time. In general, we are in accord with that 
particular position, and I speak for both Mr. Bierwagen and myself 
when I say that in essence we would accept that proposal. 

There are some other factors which enter into any questions con- 
cerning arbitration. We have this problem, of course, of the return 
to work. I have dealt with that. That would be something for the 
iuembership to decide. I think that the membership would go along 
with our recommendation, but we have a board of directors, too, and 
they are our board of directors. 

As to the other elements that are concerned, we, of course, think that 
it is contemplated, but it hasn’t been spelled out for us, and in fact 
we have not seen the text of the press release which went out, that a 
decision by the board of arbitration would be final and binding, and 
that a majority decision would control. 

Obviously, if you have a tripartite board, which is composed of 
| representative of labor, 1 representative of management, and a 
neutral chairman, there must be, in order to be sure that the arbitra- 
tion process will be successful, a provision to the effect that a majority 
ot the decisions will be determinative. 

Senator Morse. May I say, that is clearly implied in our proposal ? 

Mr. Cusuman. Secondly, we assume that there would be an arbitra- 
tion agreement incorporating those principles in writing which would 
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be executed by the responsible officials of both the company and the 
union. 

Senator Morse. That is likewise clearly contemplated, and Mr. 
Cushman, you have been involved in enough arbitrations to know that 
you would have to have such an agreement before a board would have 
jurisdiction to proceed to listen to the parties. 

Mr. Cusuman. Yes. Another point which we wish to deal with is 
that we have a contract procedure for arbitration which we think 
governs this situation, but without going into the merits of that partic- 
ular matter, we think it is important that in the event the parties are 
unable to agree upon an arbitrator, there would be an effective means 
for the selection of a neutral. 

The committee suggested the Federal Mediation and Conciliation 
Service. We would accept that Federal Mediation and Conciliation 
Service. This was also suggested, as I get it, along with any other 
public or private agency, if I got the press release quoted to me by 
a heswpaperman correctly this morning. 

We would not say that we would reject another public or private 
agency. We simply would not want to agree in advance to anything 
quite as broad as all that. 

Let me explain our reasons for that. 

In the question of the selection of a neutral, there is this problem. 
The agency which selects the neutral ought to be an agency which 
is qualified to do that job. One obviously qualified agency is the 
Federal Mediation and Conciliation Service. In a very real sense, the 
Federal Service is the labor relations agency for the District of Colum- 
bia, apart from their national problems, for they are the group which 
handles labor disputes within the District of Columbia. They main- 
tian a roster of arbitrators. They are experienced in dealing with 
these problems. They furnish lists to the arbitrators. They are fre- 
quently used. 

Normally their procedure is to give a list of 5 names from which 
each party strikes 2 names and the remaining name is the man who 
will be the chairman of the arbitration board. They keep in touch 
with the acceptability of the arbitrators to both labor and manage- 
ment, so they have qualifications which make them an obvious source 
of selection for this particular problem. 

There are very few other groups which do have the same qualifica- 
tions on the basis of experience and in their normal functioning. We 
do not say that we would not accept any other group. One private 
group which comes to mind which we would seriously consider with- 
out saying that we would accept them, would be, for example, the 
American Arbitration Association, which also has functions in a 
private group similar to the functions of the Federal Mediation and 
Conciliation Service. 

So much for that problem. 

Senator Morse. May I interrupt to say that that group happens to 
be on the groups that Senator Neely and I specifically mentioned in 
our discussion at the time that they were preparing the news release. 
Tt happens to be a group that supplies arbitrators not only for labor 
disputes, but supplies arbitrators for a great many disputes over 
commercial contracts between financial institutions and business 
houses and parties to commercial contracts in the country. It has a 
very fine record of impartiality and fairness behind it. 
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Mr. CusuMan. Yes, sir. I agree with that. 

Then there was one other point that was raised by the proposal, as 
we understand it. That was the problem of the question of retro- 
activity. I would like to discuss that for a moment before I state 
what we would be willing to do under the circumstances. 

It has been in our experience at least almost universally the rule 
that the employees who are engaged in a labor dispute are entitled 
to retroactivity, perhaps not in all of the matters which they are seek- 
ing, but frequently at least with reference to wages, that does happen. 

In our history of arbitration here, that has happened. [ do not have 
with me, nor do I have an opportunity to check all of the various 
arbitration agreements which have taken place since 1933 with refer- 
ence to changes in the agreement, but I did have with me in the 1935 
and the 1947 agreements. 

As I read those, I find that the parties themselves had agreed in ad- 
vance that the wage adjustment, at least, would be retroactive. If 
you dont have a principle of retroactivity, employees are normally 
not particularly hkely to entrust their dispute to the processes of 
arbitration if delay is going to work against them in some form of 
injustice. 

The thing that would bother them in either agreeing to continue to 
negotiate beyond the deadline or agreeing to go to arbitration, for 
example, the problem is if we are otherwise entitled to justified 
improvement in wages and working conditions, we ought not to be 
subjected to the hazard that we won’t receive them merely because of 
delay which ensues. 

With that background, I don’t have to acquaint Senator Morse, I 
am sure, with the questions concerning retroactivity, how they were 
dealt with by the War Labor Board or what the general industrial 
practice is. We would be willing, however, because we are concerned 
here about the public interest, and have been since the beginning, 
vitally concerned, we would be willing to accept the suggestion that 
the question as to whether or not the arbitration award should be 
retroactive, be left to the board of arbitration. 

I want to be perfectly frank about that. We consider that to be 
a substantial concession. 

On the other hand, we would argue with the greatest force at our 
command that we were entitled to retroactivity on each and every 
monetary issue or every issue that was susceptible to retroactive treat- 
ment before anv board of arbitration, and we would have a great deal 
of confidence that we would prevail in that particular argument. 

But if that is one of the conditions which will enable this dispute to 
be settled, we would go along with it. 

That is all I have. 

Senator McNamara. Is it fair to sum up by saying that with the 
restrictions the record now shows you put on this proposition of 
Senator Morse’s and Senator Neely’s, you would accept their propo- 
sition ? 

Mr. CusHMan. Yes, sir. 

Mr. Brerewacen. Yes. sir. 

Senator McNamara. Thank you. 

Anything further, Senator Morse? 

Senator Morse. Yes. 
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Mr. Bierwagen or Mr. Cushman, how many times since 1933 has 
this company under previous management arbitrated all or part of 
the new contract ¢ 

Mr. CusuMan. If you will give us just a moment, I think we have 
that. 

Mr. Brerwacen. I believe it is eight times. 

Mr. CusHMan. Eight is correct. 

Senator Morse. The history shows that eight times the predecessor 
of this company under the franchise privilege of the act of 1933 settled 
their differences with the union with respect to all or part of the new 
contract by way of arbitration. 

Mr. Brerwacen. Yes, sir. 

Mr. CusHMAn. Possibly I am wrong about 1933, but certainly with 
respect to all the others, it was still the Capital Transit Co., but a 
lifferent management. 

Senator Morse, That is what I mean. 

Mr. CusuMan. Yes, sir. 

Senator Morsr. Do your records show how many times the arbitra- 
tion award was followed by rate adjustments ? 

Mr. Cusuman. I think in all of those cases there was a rate—no, 
not in all. In nearly all of those cases there was a rate adjustment. 
There was one award 

Senator Morsr. The chairman interrupted me to make a clarifying 
point. When I refer to a rate adjustment, I mean a rate adjustment 
by the Public Utilities Commission. 

Mr. Cusuman. I don’t think we have the information to answer that 
question, Mr. Chairman. I thought you meant wage rate adjustments. 
lam sorry. 

Senator Morse. Either Mr. Bierwagen or Mr. Cushman, I note in 
some of the literature that you have been putting out by way of press 
statements that you have made frequent reference to the dividends 
that this company has declared since the Wolfson group has taken over. 

Has the payment of these dividends not followed by a wage increase 
created a morale problem within the rank and file of the members of 
the union ? 

Mr. Brerwacen. I can speak tothat. Thatistrue, That is a basic 
reason for the strike, I believe, because they feel they have not been 
justly treated or treated in the same fashion as the stockholders have, 
especially in view of the fact that most of these dividends or a great 
portion of these dividends has come from surpluses that were created 
during the war when the wages were frozen and when the company was 
making great profits. 

We believe that under those circumstances we were entitled to a 
higher wage, but we were not permitted to seek or get a higher wage. 

I believe in those circumstances that even the company would have 
agreed to higher wages had the law permitted them to make those wage 
adjustments. 

Senator Morse. During the war ? 

Mr. Brerwacen. During the’war. So that we feel and our men feel 
that those reserves, those tremendous reserves accumulated during the 
war years were accumulated as a result of the overly long hours and 
low wages that were paid and worked during the war period and not 
because simply that there was that astute management. I believe that 
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was certainly a part of it. I don’t want to demean the portion that 
management plays in this property. 

Senator Morsr. How do your wages compare with wages on com- 
parable lines in the eastern area of the United States ? 

Mr. Brerwacen. They are far under those that we are normally com- 
pared with, and I am speaking of communities of a million or more. 
Boston, for instance, is now $2.12. 

Mr. CusuMan. It is presently $2.07. It goes to $2.12 on January 1. 
That is the ultimate rate. 

Mr. Brerwacen. That is right. New Jersey public service is $2. 
Chicago has just entered an agreement which will have an ultimate 
wage by next June first of $2.1214. Detroit is now at $1.981, I be- 
lieve. Itmight be $1.9714. Imay missit by a penny. 

Small cities like Toledo are $1.95. Milwaukee is $2. Minneapolis- 
St. Paul, $2.01. San Francisco is—— 

Senator McNamara. The question was as to the eastern portion. 

Mr. Brerwacen. New York is $1.96. Iam not sure of that. They 
are now negotiating for a substantial increase. Green Bus Line of 
New York City, Long Island, entered into an agreement which will 
provide an ultimate wage of $2.09. That is on the eastern coast. 
Baltimore is $1.90 presently and will be renegotiated the first of the 
year. 

Pittsburgh is $2.01, and it is now in negotiation for improvements. 

Senator Morse. Has Mr. Wolfson’s failure to respond to the request 
of the committee to testify at this hearing, and his failure to be present 
in Washington to actively participate in negotiations in connection 
with this strike produced any morale effect upon the membership of 
your union to the detriment of the expediting of a settlement of this 
case as far as union attitude is concerned ¢ 

Mr. Brerwacen. Generally speaking, the men feel that Mr. Wolf- 
son is the key figure, rightly or wrongly. They feel he is the key fig- 
ure, and that were he here and could see the hardships that are being 
placed upon his loyal employees and upon the community, he would 
use his influence tochange the policy of the company. 

We don’t subscribe that that is what he is going to do, if he does 
return. But that isthe feeling of the men. 

Senator Morsr. My last question: In addition to your proposal to 
agree to submit this dispute to arbitration, do you have any specific 
recommendations to this committee as to other steps that you think 
could be taken that would result in a resumption of transportation 
service in the District ? 

Mr. Birerwacen. Senator, we don’t have anything specific at this 
moment, but we will certainly consider thinking up new ideas as well 
as considering any ideas that might be forthcoming from the Senate. 

Senator Morse. My question may be considered a bit hypothetical 
and conjectural, but my next question is based on this premise, that 
it has become, I think, the clear duty of government officials in the 
District of Columbia, both executive and legislative, to take whatever 
reasonable steps are necessary to provide for some emergency trans- 
portation service to the people of this area. 

That being the expression of viewpoint, what would be the position 
of the union in connection with any order coming from an appropri- 
ate source that the transportation system resume its operations under 
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District of Columbia control] and direction until such time as it can 
be resolved on its merits through collective bargaining or arbitration 
or by some other procedure? 

Mr. Brerwacen. Mr. Cushman will respond. 

Mr. Cusuman. There are implicit in that question, I think, certain 
assumptions; one, that is suggested to me at least, being the assump- 
tion that there would be a kind of statutory seizure of the property. 
There would be something akin to that nature at least if the District 
of Columbia were to take over the property. We have no great love 
for the processes of the governmental seizure, either under a temporary 
basis or on a permanent basis. 

Senator Morse. Neither do I. 

Mr. Cusuman. Any seizure law which would merely provide that 
the District of Columbia operate transit service and would give to 
the employees no adjustment in their wages and working conditions 
would certainly be unpalatable at least to the union and to the 
employees. 

Senator Morsr. Let me make clear that I have never supported 
that kind of a seizure because that would be both strike breaking and 
union breaking. 

Mr. CusHman. Yes, sir. 

Senator Morse. Let me make it clear that if emergency service is to 
be resumed, those in charge of the operation of the service should be 
authorized to pay such wages and provide such hours and conditions 
of employment for the period of that emergency operation that they 
consider to be fair, equitable, and just, until the matter is resolved 
on a permanent basis by way of negotiation or arbitration or some oth- 
er procedure. 

When I raised my hypothetical, it was not with the idea that you 
would be forced by government to go back to work on the basis of the 
old wages, hours, and conditions of employment by way of any gov- 
ernmental control of the systems. It certainly is true that if you ac- 
cept it, the other proposal, that if the other proposal was accepted, 
that. you agree to resume work for 60 days under arbitration, you 
would go back to work on the basis of the old hours and wages and 
conditions of employment, but if the Government is going to step 
in and put itself in the position of management, Government owes, in 
my judgment, to the workers on a temporary basis to pay those wages 
and hours and conditions of employment that they think are just, fair, 
and equitable. I want to make that very clear. 

Am I to understand that on the basis of some such proposal as that, 
the Government could count on the voluntary cooperation certainly of 
you gentlemen and the presentation of that kind of a proposal to your 
men, with the assumption that they would quickly comply. 

Mr. Cusuman. I think in general and in principle; yes, sir. He 
would like to see in any such proposal, however, that our union would 
continue to have the right to deal with the temporary management ; 
namely, the District of Columbia, to adjust grievances, to attempt 
to reach an agreement on these matters of wages and working con- 
ditions, and if we couldn’t agree upon it, some form of resolution on 
that matter, we would like to see those qualifications. With those 


qualifications, I think the District of Columbia could count on our 
full cooperation. 
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Senator Morse. That is all the questions I have, Mr. Chairman. 

Senator McNamara. Senator Case, do you have any questions or 
suggestions / 

Senator Case. This very general and broad one, and I know you 
are not warned about it, and I don’t expect a complete, full det ailed 
answer, but have either of you any views as to whether it is feasible, 
and if so, under what kind of rate structure, or arrangements for this 
company to continte? 

Mr. Brerwacen. Rates of fare or rates of wages ? 

Senator Case. Rates of fare. To continue in operation and provide 
service to the public and provide decent working conditions and wages. 

Mr. BrerwaGen. We have no way of determining the fare rate of 
the company. We are not experts in that field. We think that that 
is a function of the Public Utilities Commission, and we have never as 
a union intruded on that function. 

Senator Caspr. So you don’t have any views, and that has not been 
your field in any sense at all, either to propose or to oppose. 

Mr. Brerwacen. No; it has not been. 

Senator Casr. Are there any provisions in your contract that you 
believe in any way hamper management in its ability to operate suc- 

cessfully in the way of the kind of things that are sometimes talked 
about, such as free loading, and that kind of thing? I haven’t seen 
the contract, and I have no idea that there are such. I wonder if you 
would just comment on that. 

Mr. Brerwacen. Generally speaking, there are some disputes as to 
the merits of some of our conditions in our contract. The company 
maintains that they are burdensome, but we don’t believe they are 
burdensome. We think they are fair. Mostly all of those grievances 
are amicably adjusted thorugh the grievance process. 

Senator McNamara. Which ultimately includes arbitration in the 
regular contract. 

Mr. Brerwacen. That is right. What specifically do you mean? 

Senator Casr. I had nothing at all. This question comes up in con- 

versations sometimes, that labor does, where utilities and railroads 

particularly are concerned, labor does place shackles upon management 
in its freedom of operation, its flexibility and what not, that are 
hampering in service and work against efficient operation. 

Mr. Brerwacen. It all depends on what you mean by efficiency. 

Senator Caspr. I have no meaning at all. I want you to comment 
on the general subject. 

Mr. Brerwacen. For one thing, for instance, we have to work ten 
and a half hours on most of our runs, or a great portion of our run 
in order to make 8 hours. We think this is an imposition on us, that 
they are restricting our freedom of managing our own family affairs. 
We think it works in the reverse really. 

Senator Case. There was one thing that Mr. Cushman said in re- 
sponse to Senator Morse’s last question that I wasn’t quite clear about. 
I think I heard correctly. It was a qualification as to the union’s 
attitude toward possible temporary Government operation in which 
you said that you would like at least to have the matter open for con. 
sideration whether (1) grievances should be able to be negotiated 
between the employer and the union, and also the question of w ages. 

Did you mean to make that also a qualification ? 
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Mr. Cusuman. Yes, sir. I would think this: this is what I was 
trying to say. This is something we had not considered prior to our 
coming here. In dealing with this particular problem, namely, the 
question was whether there ought to be some form of temporary opera- 
tion, and if so, what would be the attitude of the union representing 
the employee. ‘There are these problems which are present. They 
are presented not only here, but they are presented in our experience 
in those cities which do presently have operation, either munic ipally 
or subdivisions of government which operate them, and that is the 
question of the relationship of the employees to the governmental au- 
thority which is operating the property. 

On those particular properties to which I refer the relationship of 
Government to the employees is not a temporary one. It is, of course, 
for the time being at least and for the foreseeable future, a permanent 
type of operation. But whether it be permanent or whether it be tem- 
porary in the everyday operation of the transit enterprise, there are the 
problems of the relationship of the management in the case we are 
supposing a governmental authority, to the employees. Inevitably 
a number of employees’ problems arise. One of them is the day-to- 
day adjustment of grievances. We would have had preexisting to 
any such hypothetical form of operation a procedure for the handling 
of grievances. 

That procedure was developed in the private field and it exists also 
in a number of governmental operations, of which I am thinking, as a 
means for insuring not only the protection of the rights of the em- 
ployees, but it also provides order and stability to the di ay-to-day labor 
and management relations, and therefore to the efficient functioning 
of the enterprise. 

Similarly, where you have a problem with reference to fair wages 
and fair working conditions for the employees, those problems again 
present themselves. Therefore, they would have to be dealt with, 

and the problems are analogous to the type of problem we have with 
a private enterprise and legal problems where they sometimes arise 
where statutory provisions have not made clear the tec hnique for deal- 
ing with these problems. 

We have had experience with those problems. We think even in 

a temporary proposition there ought to be a way of resolving that kind 
of a dispute which would result in a fair resolution of the dispute. 

Thus, for example, in Cleveland, Ohio, there is a municipal opera- 
tion, and presently in Cleveland the employees and the authorities 
in Cleveland are engaged in arbitration of the dispute concerning 
wages and working conditions. We think that in order to contin 
the same pattern which has been built up previously and which would 
work succesfully, not only for private operation, but for Government 
even as a temporary occupant, similar considerations should be ap- 
plicable, and any statute which might be enacted that would look 
toward that form of operation should also contain provisions along 
those lines. 

Senator Case. I take it the grievance machinery in the present con- 
tract you would regard as adequate for the purpose of that kind of 
operation ? 

Mr. CusuMan. With one exception. 

Senator Case. Is that important ? 





92 CAPITAL TRANSIiT CO. MATTERS 


Mr. Cusuman. We have one problem. The grievance machinery 
is adequate and has on the whole worked very well. The only problem 
we have in that connection is that the present contract does not provide 
for the resolution of a deadlock in the event the company and union 
arbitrators do not agree upon a neutral with reference to a particular 
dispute. Our only quarrel with that is that we have asked for and 
we feel there ought to be some way for resolving that deadlock. Other- 
wise you see either party has a kind of a veto power over the other, 
and that is not satisfactory. 

Senator Cas. No further questions. 

Senator McNamara. Are there any further questions ? 

Senator Morse. Mr. Chairman, if you will permit this suggestion, 
I think in fairness to the Public Utilities Commission and to the Com- 
missioners, they ought to be allowed to volunteer any statement they 
might wish to make to the committee before we adjourn for the night, 
because they have been referred to so frequently in the testimony today. 

I think it is unfair to close our session today when we can stay for 
a few minutes longer, to hear them, not to give Chairman Hayes and 
the other member of the Public Utilities Commission the right to make 
a statement, and also Commissioner Spencer and Commissioner Mc- 
Laughlin who have been here. 

Senator McNamara. The list I have before me suggests the District 
of Columbia Commissioners first, and then the Public Utilities Com- 
missioners. Would that suit you? 

Senator Morse. Yes. 

Senator McNamara. I understand that Mr. Broadwater has a fur- 
ther statement to make for the record at this time. 

Mr. Broapwarer. I want to put in the record for the information 
of the committee that while our operator wage rate now in actual 
wages is $1.90 an hour, our actual cost per platform-hour, which in- 
cludes all the fringes that they now enjoy, is $2.59. I would just like 
to get that in the record. 

Senator McNamara. Thank you. 

Mr. Cusuman. May I make an observation about that ¢ 

Senator McNamara. Surely. 

Mr. Cusuman. If I understand the statement that Mr. Broadwater 
just made, I assume—and I will ask him to correct me if I am wrong— 
that is really a cost accounting figure, it is not a wage rate figure, and 
it is arrived at by taking the total of wages and benefits of the em- 
ployees received in terms of cents per hour, and you take a lump sum 
that has been paid over a particular period and divide it by the plat- 
form hours. The platform hours are limited, as I understand them, 
in general to the time the operator spends upon the platform. That is 
where the term had its derivation. 

So you will arrive at that figure by dividing by a number of hours, 
although there are other hours which are in fact worked, for example, 
report and turn-in time, which would not be used in the figure which 
is used as a basis by which you divide the lump sum. The divisor is 
» figure which is limited to the platform hours alone, although there 
is worktime provided for in the total wage figure which is divided 
hy the number of platform hours. That is not included. 

I just want the committee and everybody else who is interested to 
understand that this type of figure is not a wage-rate figure, but a 
cost per platform hour, and is an accounting figure. 
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Senator McNamara. Do you want to pursue that further? 
Mr. Broapwarer. No. 
Senator McNamara. Then we would like to hear from the District 
Commissioners. 
Mr. Broapwater. With your permission, if you have no objection, 
I would like to sit up here because I have a little difficulty in hearing. 
Senator McNamara. We invite you to sit up there, and anybody 
else you want to bring up with you. 


STATEMENT OF ROBERT E. McLAUGHLIN, MEMBER OF THE BOARD 
OF COMMISSIONERS, DISTRICT OF COLUMBIA 


Mr. McLavuenuin. Mr. Spencer is attending a joint session of the 
House and Senate Fiscal Committee, as I understand it, and he asked 
me to make a brief statement for the Board of Commissioners, and 
then I may have some other remarks related to some of Mr. Broad- 
water’s statement that I think may be of an illuminating nature here. 

I know you are after the facts and want to make a clear record. 
The Board of Commissioners has met several times, I would say at 
least 4 or 5 times with each of the parties, and we have made some 
suggestions that have been brought to the attention of the committee, 
and we have made other suggestions that I don’t think have reached 
the ears of the committee. We feel that we are kind of in this nego- 
tiating too and. therefore, it probably would not be in the best inter- 
ests that we take a position expressly on the resolution at this ime. 

Of course, we have urged—I might say we have met in addition 
with meeting with the officers of the company, with the executive com- 
mittee of the board of directors and also with practically the whole 
board of directors. I think it was the whole board with the excep- 
tion of Mr. Louis Wolfson and Mr. Donohue, both of whom are out 
of the city, and we have also met with the mediators several times. 
We have met in company with the mediators and both parties. We 
have met with these two gentlemen as well as their board of directors. 

We have in general, of course, urged any basis for settlement. We 
have urged the parties on every basis conceivable to approach each 
other in negotiations, and we have also talked, I think, out completely 
the subject of arbitration, and at the conclusion of the meeting with 
the board of directors of the company on Tuesday we made the sug- 
gestion that the Public Utilities Commission attempt to find a legal 
means for taking any labor figure which might be found by the com- 
pany and the union as a satisfactory settlement figure and putting it 
immediately into their pending rate case and come up with an early 
interim order which would eliminate, serve to eliminate, the lag which 
might otherwise result in awaiting a final order in the case. 

hose are the specific suggestions that we have made. 

I was instructed by Mr. Spencer to mention that. 

I would like to at least make myself available for answering any 
of the questions that may have arisen as a result of Mr. Broadwater’s 
testimony. I would like to say specifically that with respect to his 
general assertions of delay, delay, delay by the Public Utilities Com- 
mission, his group did come into the Public Utilities Commission, of 
which I was Chairman at the time, oh, I would say, on 3 or 4 oc- 
casions, beginning in January. This is for the record. I think 


65386—55——7 


O4 CAPITAL TRANSIT CO. MATTERS 


I may have stated it to the committee before. On each occasion we 
discussed, of course, the circumstances of the company, the imminence 
of the labor contract. 

We discussed the desirability from the Public Utilities Commis- 
sion’s point of view of relief wtih respect to school fares, and also the 
desirability of getting legislation which would permit the Commis- 
sioners of the District Government to give tax relief by not collecting 
from this company the gross-receipts taxes paid by all the other 
public utilities in the District of Columbia. 

Each time they came in, the conversation got around always to this 
question of what would be the effect of a rate case at this time on 
pending legislation. They were always advised that it was their 
right to come in there for rate relief at any time they were ready to 
come in. : 

In the course of conversation with respect to legislation, I think 
we again took the view that the company needs the relief from the 
school fare legislation. It also needs this other relief which we con- 
sidered equitable relief, the tax relief, not as Public Utilities Commis- 
sioners, but just discussion of the issues before us. I think on each one 
of those occasions we counseled delay in bringing the case, but we made 
it clear to them that they could come in and their case could be handled 
expeditiously. 

Senator Casr. May I emphasize that point. The suggestion was 
made that the Commission gave the company the impression that if a 
rate application was made, it would be delayed by the Commission 
until the fall. Its decision would be delayed until the fall. I forget 
the exact language. The record will show it. Would you specifically 
take issue with that statement ! 

Mr. McLaveuuin. I don’t think that Mr. Broadwater will deny, 
certainly, that I made the assertion that the case would be handled with 
expedition. I don’t think he would raise the question with respect to 
General Lane. I think he had some contention that Mr. Weston had 
doubt in his mind about it, but certainly that would not constitute a 
majority of the Commission. He may have chosen to pick out certain 
words of certain individuals and tie his case on to that, but there was 
never any feeling there. 

As a matter of fact, throughout all of this period we even discussed 
the type of case, the type of presentation that would include all of the 
elements of a legal rate case, that would stand up on appeal. We talked 
about putting in all the elements of the case so it could be handled with 
the greatest expedition by the Public Utilities Commission. They 
know what the legal procedures are in handling these cases. 

I would like to mention also with respect to this matter of traffic 
and parking regulations in the District of Columbia, that back in Janu- 
ary 1954 the Public Utilities Commission took $3,000 of its small funds 
and employed one of the outstanding experts in the country on move- 
ment of mass transportation through traffic. This man has worked in 
64 cities in this country. You will recall, Senator, that he testified, 
Leslie Williams testified before this committee. 

Senator Morse. I remember his testimony. 

Mr, McLaveutin. We recognized the importance of that. Subse- 

uent to that time the company has made various recommendations to 
the Board of Commissioners. Of course, traffic is handled by the Board 
of Commissioners, and many of those recommendations, as I think the 
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public in general is aware, have been put into effect. I have heard that 
many of those downtown regulations have not speeded up—let’s not 
put it thatway—that all those changes have been made, and I won't say 
that. all have been made that the company asked for. Of course, I 
wasn’t on the Board of Commissioners at that time and did not have 
firsthand information on it, but I understand not all of them were 
put in, but I am told that the traffic department of the District Gov- 
ernment on a recent check found that these vehicles are not traveling 
any faster now than they were before these efforts were made. 

Speaking personally, soon after I was mentioned as a possibility for 
District Commissioner, I talked to one of the reporters from the pa- 
pers and said that I considered that one of the important problems of 
the District government was to find days of channeling this mass trans- 
portation, getting it through the streets quickly. HOE 

Of course, we have a rather bad street diagram here for that sort of 
thing, with all the circles and diagonal streets. That makes it very 
difficult. ¥ Je 

Another aspect of that is that as long as we have the rigidity that 
is imposed on our traffic system resulting from a streetcar system, we 
are hampered a great deal in setting up one-way streets, which I am 
told allow about an extra 40 percent of utilization of street space in 
these big urban centers. 

I would like to respond to any questions that the Senators might 
have as a result of some of the implications here this morning. I 
might mention our rate case. That is the one that was picked out of 
22 or 23 years, that Mr. Broadwater says his company has not been 
treated right by the Public Utilities Commission. 

In this rate case the Commission, although we are not disposed to 
go back into our executive mind in discussing these things, but the 
Commission teok the highest normal decline rate that was put into the 
case. That was put in by the company’s witness, expert witness. And 
we took the rate of decline resulting from the increase in fare, which 
was one of the rates that was put in by our witness. Their witness’ 
guess on that particular thing was 100 percent wrong, and our witness’ 
guess on the other item was 50 percent wrong, and they were both 
wrong in the same direction. So these things roll along and accumu- 
late into the result that we have seen here. 

I might also say that the period Mr. Broadwater used when he spoke 
of $700,000 is not the same period as that for which the Commission 
prophesied, $400,000 or something like that. 

Also, without the effect of recent taxation, I am advised that instead 
of $700,000, this company would have made about $850,000 last: year. 
If that loophole, those loopholes are closed, and that is done retro- 
actively, as I have understood is contemplated by legislation, they will 
still be back in the position for the year of 1954 of earning about 
$850,000. 

Senator McNamara, All right. Thank you. 

Are there any questions ? 

Senator Morse. I have one. 

Senator McNamara. Senator Morse. 

Senator Morse. Commissioner, assuming now that an arbitration 
were held under a 60-day return-to-work agreement—it happens to be 
my opinion that the arbitration could be completed in not more than 
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10 days at the most. I can’t imagine an arbitration in this case last- 
ing more than 10 days. I would be surprised if it lasted much more 
than 4. Let’ssay 10 days. 

Could not the Public Utilities Commission under existing legal 
power issue a temporary order for rate adjustments to meet increased 
labor costs if it decided on its merits such an order was justified ¢ 

Mr. McLavcuirn. You mean as coming out of this settlement ? 

Senator Morse. Yes. 

Mr. McLavucuutn. I would prefer that counsel answer that. 

As a matter of fact, I understand the Public Utilities Commission 
has testimony on that point when they come up. I would express an 
opinion, but I think you would rather have it from the Public Utilities 
Commission. 

Senator Morssg. I will defer, until they testify. 

Senator McNamara. You were answering some of the charges that 
were levied against the Public Utilities Commission. I was wonder- 
ing about your dual role. There is a hazard in such a role, we recog- 
nize that. 

Mr. McLaveuuin. I was speaking of the period I was on the Com- 
mission. 

Senator Morse. I will defer on that. 

Senator McNamara. Senator Case, do you have any questions? 

Senator Case. No questions. 

Senator McNamara. Thank you. 

Senator Morse. I have one more question, if you will permit me. 
I don’t want to seek any confidential information, but do the Com- 
missioners stand ready to take whatever action is necessary within 
their power to provide this District with transportation if within a 
reasonable time this strike is not settled ? 

Mr. McLaveuurn. Yes, we do. 

Senator Morse. That is all. 

Senator McNamara. There are some representatives of the Public 
Utilities Commission here. We would like them to come up to the 
table at this point. 

Mr. Hayes, since you are Chairman, we would like to hear from 
you first. 


STATEMENT OF GEORGE E. C. HAYES, CHAIRMAN, PUBLIC 
UTILITIES COMMISSION, DISTRICT OF COLUMBIA 


Mr. Hayes. Mr. Chairman and members of the committee, I have 
sat through the day and listened to some rather derogatory state- 
ments made about the Commission. I take it, however, that if I can 
make any contribution, it would not be to address myself to those 


things, but rather to indicate to the committee what the present posi- 
tion of the Commission is. 


I am certain that the committee will appreciate that a Commission 
such as ours, having as it does, quasi-judicial functions, has to be hesi- 
tant about statements made when there is a pending matter before us. 

However, by reason of the emergency which has arisen, we feel 
consistent with what we conceive our duty to be, that we should pre- 
sent a statement which I believe will answer the thing that the com- 
mittee would have us indicate as to our present position, and with 
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your indulgence I will read what we have prepared, because we have 
indicated to the press that this is our position, and we think the 
committee will want to know what our position is. 

Senator McNamara. I think that is a very timely suggestion, and 
a proper procedure, and I want to compliment you on resisting the 
temptation to argue about what took place here today. 

Mr. Hayes. Being a lawyer, it is a real temptation. 

Senator McNamara. After your prepared statement is presented, 
would it be fair to your Commission and to yourself to say that you 
are satisfied not to consider these other matters that have been raised 
at this time? 

Mr. Hayes. There have been certain personal references that didn’t 
apply to me, so even that would not be something that I could very 
well have called to my attention. 

Senator McNamara. You are satisfied your statement applies to all 
that went on prior to this meeting / 

Mr. Hayes. I am certain it presents the facts. 

Senator McNamara, Well, you may proceed. 

Mr, Hayes. I wouldn’t want to preclude anyone else to whom pet 
sonal references have been made, from protecting himself. 

This statement is made by the Public Utilities Commission in order 
to clarify its jurisdiction and powers and to insure that no misconcep- 
tion of to these matters may cause the parties directly concerned in 
the Capital Transit Co. strike to overlook possible avenues of 
settlement. 

The Publie Utilities Commission is a regulatory body having under 
its jurisdiction, among other utilities with a public franchise, the 
Capital Transit Co. The street car and bus drivers of the Capital 
Transit Co. are presently on strike. The labor relationships between 
management and the employees of the Caiptal Transit Co. are not 
subject to the control of the Public Utilities Commission. 

Prior to the time that the employees of Capital Transit Co., above 
referred to, went out on strike, the management of Capital Transit 
Co. filed with the PUC a petition asking for an increase in the token 
fares from 5 for 80 cents to 5 for 95 cents and asking for the elimina- 
tion of the existing permit system. 

Hearings on this petition were begun with testimony from the Capi- 
tal Transit Co. on the 21st day of June and rec essed on the 24th day 
of June subject to the call of the chairman. This recess was had for 
the purpose of allowing experts on the part of the PUC to examine 
the testimony given and exhibits offered with a view of having counsel 
for the Commission crossexamine the company witnesses, after which 
a recess will again be had for the purpose of examining testimony thus 
elicited so as to properly present pertinent testimony and exhibits 
on behalf of the Commission. 

Then, subject to rebuttal testimony, the Commission will examine 
all of the evidence and hand down its decision as to the requested fare 
increase. The determination of a proper rate in a case such as this 
is a semi-judicial process requiring a full consideration of complex 
issues. The Commission is obligated to weigh all factors and to ar- 
rive at a carefully considered decision based on the merits of the case. 
Management is presumed to be well aware of time required in such 
proceedings, which are normal elements of public utilitity regulations. 
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In the present proceeding, no evidence has been adduced by the 
company on the demands of its employees for increase in wages and 
other fringe benefits. Thus, the present hearing in no way involves 
the question of the possible cost to C apital Transit Co. of any settle- 
ment with its employees. Moreover, the Commission has no right 
9” power to pass upon any such possible future costs so long as they 
are in the realm of speculation. 

If and when management and the striking employees come to a 
negotiated agreement between themselves, it would be within the 
rights of a Capital Transit Co. to present the increased costs to the 
Commission and to request the Commission to give immediate effect 
to a rate increase designed solely to offset the increased labor costs 
ieurred in the new contract. 

The Commission considers that it does have the authority to hear 
such an appeal by the company and to grant such relief as may be 
warranted pending the completion of the full rate case. It is of 
course expressly understood that the hearing on the increased fare 
petition now pending will be then carried forward with all dispatch 
and a conclusion reached based upon all factors in the evidence. 

The Commission believes that the possibility of financial relief in 
the present crisis, other than by way of increased adult fares, should 
be exhausted. 

Gentlemen of the committee, that is the expression, as I began by 
saying. We have done it with some care, believing that we have ad- 
dressed ourselves to all that we might reasonably be : asked for comment, 
and not to give a premature or, as I heard one Senator express it this 
morning, not give assurances as to what our judicial decision is going 
to be. 

Senator McNamara. Will you see that the reporter has a copy ? 

Mr. Hayes. We will be glad to do that. 

Senator McNamara. Do you have copies for the press ? 

Mr. Hayes. We have given copies to the press at the office. 

Senator McNamara. Do you have any questions ? 

Senator Morse, I have one. 

Senator McNamara. Senator Morse. 

Senator Morsr. You can be my lawyer any time you want to, Mr. 
Hayes. 

So we have it clear in the record, I would like to have you just dis- 
cuss your memorandum in the light of the hypothetical I have put to 
the other witnesses. Assuming that an arbitration were held on this 
dispute within the 60-day period that has been suggested and the ar- 
bitration decision was handed down, we will say, in 10 days, the Public 
Utilities Commission, in your opinion, and in the opinion of your col- 
leagues on the Commission, has the legal authority to consider imme- 
diately the so-called emergency case filed by the company on the ques- 
tion as to whether or not they are entitled to any rate adjustment, 
except to meet the increased labor costs that migh conceivably flow 
from an arbiration award; is that correct ? 

Mr. Hayes. That is our considered judgment, and I think that is 
with the advice of our counsel. 

Senator Morse. It happened to be my legal opinion, as I study the 
law. That is why I have asked this line of questions on this point off 
and on all day long. 
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Your statement mentions, what you are saying is certainly within 
the — ‘ial properties of your Commission, that you are saying to 
the Capital Transit Co. that such a course of action would be fol- 
lowed by the Commission in case the hypothetical that I have described 
should come to pass. 

Mr. Hares. The answer to that question is yes. 

Senator Morse. That is all, Mr. Chairman. 

Senator McNamara. Thank you. 

Does the other Commissioner want to express himself ? 


STATEMENT OF ROBERT M. WESTON, MEMBER, PUBLIC UTILITIES 
COMMISSION, DISTRICT OF COLUMBIA 


Mr. Weston. I think that this committee is well qualified to sepa 
rate the wheat from the chaff here that has gone before. It is getting 
late, and I don’t want to burden you all who have been so zealous in 
protecting the interests of the District of Columbia, with any lengthy 
statement of any kind. 

My record—I will stand on it as far as my actions on this Commis- 
sion are concerned. I will be glad to have the record examined with 
care. 

Senator McNamara. I take it you subscribe to the remarks of your 


chairman, and that is the position of the Commission as expressed here 
today ? : 


Mr, Weston. Yes, sir. 

Senator Morse. May I ask Mr. Weston one question ? 

Senator McNamara. Senator Morse. 

Senator Morsr. May I say your relationship with this committee 
has always been one that has instilled in me confidence in you, but 
what is your answer to this question : 

Do you claim to be free of any prejudice against the Capital Transit 
Co. in carrying out your lawful duties as a member of the Public 
Utilities Commission ? 

Mr. Weston. Sir, I have no prejudice whatever against the com- 
pany nor any member thereof. 

For 2 years solid I have gone so far as to engage in what may be 
termed appeasement or it might be termed education to their respon- 
sibilities as managers of a property devoted to the public use. I will 
continue to do so for as long as | am in this job. 

Senator Morse. Is it true that the fact that you have not always 
agreed with Mr. Broadwater and other members of the company on 
the positions that they have taken in respect to certain issues in no 
way implies any lack of impartiality on your part? 

Mr. Wesron. Long after I am off this Commission I hope that I 
will have personal friends within the Capital Transit board of man- 
agement. I have no animosity against anyone there. 

Senator Morsr. Have you at any time made any statements that 
would justify this company assuming that you would engage in dila- 
tory tactics in delaying a judicial consideration of any petition this 
company files with the P -ublic Utilities Commission ¢ 


Mr. Weston. Not a bit, except by the broadest interpretation in 
their own interests, as it would be to their interest to try to harass 
me personally. 
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Senator Morse. That is all, Mr. Chairman. 

Senator McNamara. We have some requests for other parties to be 
heard. We have completed the list of witnesses that was called for 
today. Because of the hour, we are not going to hear anybody else. 

There will be future meetings at which time I am sure all interested 
parties will have an opportunity to be heard. 

Mr. Hayes. Are we presently excused, Mr. Chairman ? 

Senator McNamara. I was just about to ask the question of the 
other members of the committee if there was anything further. 

Senator McNamara. Without objection there will be included in 
the record a resolution unanimously adopted by the Citizens Advisory 
Council pertaining to Senate Joint Resolution 87. 


GOVERNMENT OF THE DISTRICT OF COLUMBIA, 
CrT1zEn’s Apvisory COUNCIL, 
Washington, D. C. July 6, 1955. 
Hon. SAMUEL SPENCER, 
President, Board of Commissioners of the District of Columbia, 
District Building, Washington, D.C. 

DEAR COMMISSIONER SPENCER: At a special meeting of the Citizens’ Advisory 
Council held this day, July 6, 1955, the council considered Senate Joint Resolution 
87, entitled “Joint resolution to amend the joint resolution entitled ‘Joint resolu- 
tion to authorize the merger of street-railway corporations operating in the Dis- 
trict of Columbia, and for other purposes’, approved January 14, 1933, as 
amended.” 

The council was briefed by Mr. Lloyd Harrison, a representative of the Office 
of the Corporation Counsel, on the status of this bill and the present status of 
the controversy between the Capital Transit Co. and its employees. After a full 
discussion of the intent and purpose of the resolution, the council unanimously 
adopted the following motion : 

“That the Commissioners be informed that effort should be made to urge the 
company to sit down and bargain with the employees’ union ; that both the union 
and company, in good faith, attempt to settle their differences by the end of the 
week and resume operations on Monday, July 11, 1955; and that if this is not done, 
that the council then go on record as supporting the passage of Senate Joint 
Resolution 87.” 

The council was of the opinion that the strike imposes a very serious threat to 
the economy and stability of the District of Columbia and is particularly serious 
because this is the Nation’s Capital. The members of the council felt that every 
opportunity should be taken to settle the differences between the company and the 
employees’ union so that normal mass transportation facilities will be restored to 
the city as expeditiously as possible. 

Sincerely, 
WittiAM E. L£any, 
Chairman, Citizens’ Advisory Cowncil. 


There being nothing further, the meeting is adjourned. Thank you. 
(Whereupon, at 5: “40 p. m., the subcommittee adjourned.) 
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Unrrep Srares SENATE, 
SUBCOMMITTEE ON Pusitic HEALTH, EpucATION, WELFARE, 
AND SAFETY OF THE COMMITTEE ON THE DISTRICT OF COLUMBIA, 
Washington, D.C. 

The subcommittee met, pursuant to call, in room P-38, United 
States Capitol Building, at 2:05 p. m., Senator Pat McNamara 
(chairman of the subcommittee) presiding. 

Present: Senators McNamara, Morse, and Case of New Jersey. 

Also present: Senators Neely (chairman of the full committee), 
Bible, Purtell, and Hruska. 

Leo Casey, clerk of the committee; William P. Gulledge, commit- 
tee counsel; and Murray Weight, assistant counsel. 

Senator McNamara. The meeting of the subcommittee of the Dis- 
trict of Columbia Committee will be in order. 

You gentlemen of the press, proceeding to take pictures with your 
equipment, I hope you will get your business over very rapidly be- 
cause you are interfering with the orderly process of the meeting 
at this point. 

We had a previous meeting of this subcommittee dealing with the 
emergency that has arisen in our transit situation wherein we heard 
from the District Commissioners, the Public Utilities Commission, 
the union, the company, and other interested parties. 

At that time, the chairman of the board of directors of the transit 
company was not available. It was just before the strike, incidentally, 
last Thursday. 

We are fortunate in having the chairman of the board of directors 
with us today ; in due time we hope to hear him. 

The Chair will take the liberty to comment on the fact that the 
conduct of the District Commissioners in handling this emergency is 
certainly commendable, and we want to compliment them on it; and, 
certainly, the outstanding performance of the Police Department in 
handling the increased traflic is noteworthy, and we want to com- 
pliment them, too. 

We are sure that the public has generally cooperated in the emer- 
gency, and we take this opportunity to express our appreciation to 
them. 

By way of opening the meeting, do the other members of the sub- 
committee have anything to add to what I have said? 

Senator Case? Senator Morse? 

All right. We will ask the chairman of the board of the transit 
company to please move up to the table. 

Mr. Wolfson, we are glad to have you here. You can sit wherever 
you please. 
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Mr. Worrson. Thank you. 

Senator Morse. Mr. Chairman, may I ask Mr. Wolfson, would you 
like to have counsel ? 

Senator McNamara. I was about to say you can have anybody at 
the table that you want to, to answer questions or to help in the 
presentation of your ease. 

Mr. Wo.rson. Thank you, sir. 

Senator McNamara. Do you want somebody else to move up? 

Mr. Wotrson. No, sir. 

Senator McNamara, All right. 

Do you have a prepared statement ? 

Mr. Woutrson. Yes: I do, Mr. Chairman. 

Senator McNamara. You can proceed in your own manner at this 
point. 

Mr. Worrson. To save 

Senator Morse. Mr. Chairman, I request that the witness be placed 
under oath. 

Senator McNamara. For the presentation of this? Allright. We 
will ask counsel to swear the witness. 

Mr. Gutieper. Mr. Wolfson, will you raise your right hand. Do 
you swear the testimony you are about to give this committee will be 


the truth, the whole truth, and nothing but the truth, so help you 
God? 


Mr. Wotrson. Yes; I do. 
Senator McNamara. All right, Mr. Wolfson. 


TESTIMONY OF LOUIS E. WOLFSON, CHAIRMAN OF THE BOARD, 
CAPITAL TRANSIT CO. 


Mr. Woxrson. Mr. Chairman, to save the time of the committee, I 
would like to file this with the committee, the written statement. 

Senator McNamara. All right; without objection the statement 
will be received and made a part of the record. 

What is the pleasure of the members of the subcommittee? Do 
you want for him to read the statement or do you want it inserted 
in the record ¢ 

Senator Morse. Are you going to summarize the statement, Mr. 
Wolfson ? 

Mr. Wotrson. Senator, I thought, perhaps, when you asked me 
questions, when the committee asked me questions, practic ally every- 
thing in the statement will come out during the questioning. 

Senator McNamara. All right; we will proceed with questions. 

Do you have any questions, ‘Senator Case? 

Senator Case. No questions. 

Senator McNamara. Senator Morse, do you want to ask questions? 

Senator Morse. I want to make certain, Mr. Chairman, that the 

rights of these witnesses are protected in regard to the taking of 
ictures or the use of television cameras here because, Mr. Wolfson, 

may disagree with you on some matters, but we do not disagree, I 
think, on the right of a witness to be adequately protected in these 
hearings. 

He is appearing under subpena, and if this witness has any objection 
to interruption by the taking of pictures, I want him to say so, because 
I think he has the right to testify here without interruption. 
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Senator McNamara. Senator Morse, I want to advise you that we 
have contacted Mr. Jones, who is the attorney for the witness, and 
we have told that at any point he objects to any part of this going 
on, that we will immediately agree with him and see that the objec- 
tionable actions cease, 

Mr. Worrson. Thank you very much. 

I would like to cooperate as much as I possibly can with the press. 

Senator McNamara. At any part of the hearing, if you decide 
that—— 

Mr. Jones. I am Edmund L. Jones; I am general counsel for the 
transit company. 

We, of course, do not want to interfere with the press and the tele- 
vision or the newsreels, but we are here on a matter of the most serious 
importance to the District of Columbia. 

We feel that it is distracting to have constantly the flashbulbs and 
and television lights and things in your face. 

We think Mr. Wolfson should testify without those distractions, 

I think these gentlemen have had a great deal of opportunity to 
have their shots. It seems to me they have had about enough, and 
we would like to conduct this hearing, have Mr. W olfson interrogated, 
without any distractions from the side, because we have a very serious 
matter that we are all trying to resolve. 

Senator Morse. Mr. Chairman, I completely agree with counsel. 
I think that this hearing must necessarily be a quasi-judicial hearing, 
and after the photogr aphers have taken their pictures then, I think, 
the picture taking should be concluded. I think that Mr. Jones is 
right. An adequate number of pictures have been taken. We should 
now rule that no more pictures shall be taken. 

Mr. Jones. Mr. Chairman, I have been asked to say that we feel 
the same way about the radio and television and tape recordings and 
things of that kind. 

Senator McNamara. All right. Then the officers will see that the 
picture taking will cease. 

Let us see if we can have a little order. We are a trifle crowded 
and we are going to ask for your cooperation. 

As it has been said so well, we are here to consider a very serious 
matter for the District, for the community at large. 

Senator Case, did you want to make an observation at this time? 

Senator Casr. Only to suggest, as I did informally before, Mr. 
( ‘hairman, I think it might be well if Mr. Wolfson did read his state- 
ment so that the matter will be presented in an orderly way and so 
that all members of the committee can base questioning, ‘in part, on it. 

Mr. Wo xrson. All right, sir; we have some copies of the statement 
that will be sent up here very shortly, and we will pass them around. 

I would rather save my voice because I anticipate—— 

Senator Morse. You will not be that long, Mr. Wolfson. 

Mr. Wotrson. Would it be convenient if you have the clerk read 
the statement ? 

Senator McNamara. The clerk will read the statement. 

Mr. Gutieper (reading) : 

Honorable members of the committee, the current transit strike which has 
crippled the District of Columbia for more than 10 days is distressing and de- 


plorable. Like everyone else in Washington, it is my ardent wish that some 
speedy solution will be found. 
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Apparently, a scapegoat on whom to vent the resentments of the community 
had to be found. The victim of the great amount of hate and bitterness engen- 
dered by this most unfortunate strike seems to be Louis E. Wolfson. 

I believe it important to separate Capital Transit Co. and its activities in the 
present strike from the personal venom that has been directed toward me. 

Similar strikes have occurred in other cities and the sole subject for discus- 
sion in those communities has been prompt settlement of the strike and early 
restoration of the public transportation service. In the District of Columbia, 
however, it seems that the main subject of discussion has been Louis E. Wolfson. 
One thing is certain—the activities of Capital Transit Co., the requirements of 
the riding public, fair compensation to its employees, and a fair return to its 
stockholders are a great deal more important than pointing the finger of vitupera- 
tion at an individual named Louis E. Wolfson. 

My telegram offering to appear voluntarily before this committee was distorted 
into an accusation that IT was trying to evade appearance before this committee. 
f was completely available in California. I was openly registered in my own 
name at hotels in Los Angeles and San Francisco. Members of the press and 
others telephoned these hotels and had no difficulty whatsoever in reaching me 
by telephone without needing to identify themselves. But the committee never- 
theless found it necessary to issue a forthwith subpena. An endeavor to serve 
me in the presence of photographers, which I interpreted as an effort to humili- 
ate me, was made. I would not permit this; but far from evading service, I 
made appointments with and sent a telegram to the process server, inviting 
service upon me in person. 

Intemperate and unjust accusations and unfair and untrue charges designed 
to assassinate my character have been made against me. I will not, in answer, 
descend to the level of such tactics, though well I might. 

Yet, I feel called on to remark that prejudging and publicly castigating a 
man without benefit of a hearing is hardly the American way of solving a 
problem. In fact, the incitement of emotional hysteria has done much to 
becloud the real issues, and to delay an expeditious settlement of a critical and 
complex problem. 

Before we examine the record and before we discuss the merits of the situa- 
tion, I wish to protest these unfair and unjust attacks made on my integrity in 
my absence. I am a responsible businessman, whose honesty is vital to the 
welfare of more than 100,000 stockholders of the companies with which I am 
associated and to whom I feel a basic obligation. I resent the wild and 
irresponsible statements impugning my honor that have been made. I reject 
name calling as the weapon of the overemotional. What purpose it serves, I 
cannot fathom. To me it is degrading. 

Now, let us get to the real issues involved: The settlement of this strike and 
the restoration of public transportation to the citizens of the District of Co- 
lumbia, and the return of employees to their jobs. 

I do not carry my duties as chairman of the board of directors of the Capital 
Transit Co. lightly. I accept the full responsibility which that post implies. 
Therefore, it is with full recognition of these duties and responsibilities that 
I eharge Robert McLaughlin, a former member, and Robert Weston, now a 
member of the District Public Utilities Commission with complete blame for the 
current crisis. 

One of the bulwarks of our American democracy is a fair and impartial 
judiciary. The PUC is a judicial body and must not be influenced by prejudice. 
Under our traditions, if a judge has any feeling of prejudice in a case before him, 
he will disqualify himself. By his actions and by his statements, Commissioner 
Weston has shown that he is prejudiced against certain of the officers of 
Capital Transit Co., as well as the company, and for that reason he is not 
qualified to sit in judgment with respect to amounts of fares to be charged 
by the company. He should disqualify himself in order that a fair order will 
be entered, 

Mr. Broadwater, the president of Capital Transit, to whom the board of 
directors has delegated the responsibility of negotiating with our striking em- 
ployees, outlined to this committee some time ago the record of several meetings 
held with the PUC by him and other company officials prior to June 30. € wish 
to refresh your knowledge of these meetings here again, because I feet that 
only in this way will you gentlemen, the riding public, the employees, and the 
stockholders be able to judge impartially on whom the blame for the present 
difficulties should rest. 
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For several months we have tried desperately to avoid a strike. No one ever 
wins a strike. Management, labor, and, in this case, the public, too, are inevi 
tably losers, regardless of the final contract terms. 

With this conscientious appreciation of the mutual welfare in mind, as early 
as last January, the officials of Capital Transit made known its intention to 
apply to the PUC for a fare increase. 

it has been stated repeatedly at these hearings that the 2,200 nationwide 
Capital Transit shareholders are entitled to a reasonable profit on their invest- 
ment, and I was pleased to learn the position of the committee in that respect 
This country is a capitalist nation and we are fighting all over the world to 
preserve this structure. Profit is an intrinsic part of our capitalistic system. 
But without a fare increase, in order to grant the requests of its employees, 
Capita! Transit would be forced into the position of being an exception to this 
aceepted business philosophy. It would have to be operated as some sort of 
welfare organization, with stockholders sacrificing even the very small economic 
return on their investinent they now receive. 

We have no quarrel with labor. As a matter of fact, I want to pay tribute 
to the employees of Capital Transit. They have been loyal and efficient and 
have contributed in large part to making Capital Transit the finest transporta- 
tion system of any city in the land. It was these employees who heiped Capital 
Transit win numerous safety and maintenance awards during the past 5 years 
We feel that they are entitled to a fare increase. 

Yet the current requests of the union, if met, would cost the company an 
estimated $7 million additional every year. Our net income for the first 5 months 
of 1955 was $421,237. Assuming that the company’s net continued at this rate 
for the remainder of 1955, this would mean a net for the year of a little over 
$1 million, or one-seventh of the union’s request. 

Sut our prospects are not even that good. In May 1955 we carried 3.7 percent 
fewer passengers than in May 1954; in the first 5 months of this year we suffered 
a 9.9-percent drop in riders. 

May operating revenues were down $74,748 from last May—a drop of 3.5 per- 
cent—and for the first 5 months of 1955 operating revenue was down $601,149, 
or 5.3 percent. What is the answer? 

We want to give the riding public good service; we want to serve this com- 
munity responsibly ; we want to pay our employees fair wages; and we want 
to protect the investment of our shareholders. ‘These are reasonable objectives 
in any American’s language. It was to achieve these objectives—to avoid this 
strike—that we sought to apply to the PUC in January for a fare increase. In 
its previous ruling on fares, the Public Utilities Commission had granted a com- 
pletely inadequate increase, which produced only about half of the revenue the 
Commission predicted would ensue from it. 

As early as January, then, our intention to obtain positive action in the form 
of a fare increase, in anticipation of the wage increase we expected would be 
asked in June, and for which we have no funds, was not considered opportune 
by the PUC. 

Our objective was not considered timely in January and, despite the knowl- 
edge that the labor contract was to terminate in June, the Public Utilities 
Commission suggested next fall as a more likely time to plead our cause. 

The matter next was discussed by Capital Transit’s board of directors, who 
appointed a special committee, consisting of Messrs. Colelough, Donohue, and 
Bennett, to revisit the PUC to again elert this public commission to the realities. 

Now, particularly for the benefit of those who have chosen to represent our 
present difficulties as a struggle between the riding public and labor on the one 
hand, and Louis Wolfson on the other, I would like to cal] your attention that 
there are 15 men on Transit’s board of directors, of whom I am but one, albeit 
chairman. 

Nine of the fifteen men are residents of the District. All 15 are men of 
intelligence and integrity, and of independent mind. Yet the decision, so far 
as the need for a fare increase is concerned, was unanimous among them, made 
according to their individual judgments as to what is right and what is wrong. 

Let me list for the record the names of the directors, which include these 
nine men: 

William B. Bennett, 4000 Cathedral Avenue NW., Washington, D. C., retired 
transit executive. 

J. A. B. Broadwater, president, Capital Transit Co., Washington, D. C. 

Lt. Gen. William H. H. Morris, Jr., 3901 Connecticut Avenue NW., Washing- 
ton, D. C. 





106 CAPITAL TRANSIT CO. MATTERS 


Robert C. Baker, executive vice president, American Security & Trust Co., 
Washington, D. C. 

I’. Joseph Donohue, attorney, 503 D Street NW., Washington, D. C. 

J. B. Ecker, vice president, Capital Transit Co., Washington, D. C. 

Vice Adm. O. 8S. Colclough, dean, GWU, 25 Grafton Street, Chevy Chase, Md. 

J. H. Flanagan, vice president, Capital Transit Co., Washington, D. C. 

BE. B. Gerbert, president, Universal Investments, Florida Theater Building, 
Jacksonville, Fla. 

E. C. Giddings, vice president, Capital Transit Co., Washington, D. C. 

BE. D. Merrill, retired president of Capital Transit Co., 3111 Hawthorne Street 
NW., Washington, D. C. 

Frank KE. Weakly, president, Sheraton Park Hotel, 2600 Woodley Road NW., 
Washington, D. C. 

Cecil Wolfson, president, Foundation Association, 100 Park Avenue, New 
York, N. Y. 

Sam W. Wolfson, secretary, Southern Pipe Supply, Florida Theater Building, 
Jacksonville, Fla. 

The special committee appointed by the board met with the PUC as long 
ago as last March. Then as previously, the Commission stated that since an 
elimination of the gross-earnings taxes of the company was possible and since 
the so-called school-fare bill would probably receive favorable treatment by 
Congress, it was not a propitious time to ask for a fare increase. 

As you know, the District Commissioners turned down any suggestion of an 
elimination of the gross-earnings taxes. 

The school-fare bill so far has not been adopted by the Congress. 

Meanwhile, as June, and with it the expiration of our labor contract, grew 
more imminent, we became more and more concerned about the possibility of 
a strike. Wanting to leave nothing undone that would obviate a strike, the 
board of directors in May again sent a special committee to the PUC to plead 
for financial relief. But the Commission remained adamant. 

We acted next on June 6, when we returned to the PUC with a petition for 
an immediate fare increase, on which public hearings might be held later. It 
was our hope that the filing of the petition of itself might induce the union to 
postpone the strike until a ruling was had. It was our thought that if the 
hearings later determined that an increase in the rate structure was not 
merited, there could be a subsequent downward adjustment. Counsel advised 
us this was both reasonable and possible. But the Commission refused to act. 

These were the efforts we made in our attempt to anticipate requests of our 
employees. Under present circumstances, we can do nothing toward promising 
increased wages and other benefits, such as better pensions and additional health 
and welfare payments. 

Without additional revenues, we cannot begin to meet union requirements. 
We cannot give our employees more money for the simple reason that we don’t 
have it. 

At their invitation, I met yesterday with Representatives John L. McMillan 
and Joel T. Broyhill, in an endeavor to restore full transportation to the District 
of Columbia at the earliest possible moment. 

These were their suggestions: 

1. During a temporary period of 120 days, by emergency action of PUC, or 
by an act of Congress, temporary emergency fare rates equivalent to those 
sought in the application filed with the PUC on June 6, and pending since that 
time, should be established. 

2. Under a temporary arrangement, all striking employees immediately would 
return to work at an increased wage rate of 10 cents per hour, effective simul- 
taneously with the new increased emergency fares. Additional negotiations may 
be held during this period. 

Our board of directors met this morning and accepted these suggestions. If 
they are followed, we will be able better to judge what revenue we can hope 
to receive, and on this knowledge should be able to negotiate a new and satis- 
factory contract with the union. Such an actual experience record also will 
enable the PUC to enter an equitable final order on permanent rates. 

Transit’s only income is from the fare box. Both stockholders and employees 
have no other source of income. A realistic appreciation of this simple fact 
by both the PUC and this committee is the answer to our problem. 

I have the greatest respect for our Congress. To me, our Senate and House of 
Representatives represent the pinnacle of the democratic way of life. There is 
no more able body of legislators on the face of the globe. If all of us deal with 
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facts and get out our balance sheets, our pay sheets, and our dividend sheets, we 
are bound to find a speedy, intelligent, just, and practicable way of reconcil- 
ing all differences with fairness and reality. 

In conclusion, gentlemen, may I state that it has been my policy as chair- 
man of the board of the company never to interfere with the operating head of 
a company. Mr. J. A. B. Broadwater is president of Capital Transit and is 
operating under a mandate from the board of directors. The board of directors 
makes policy and Mr. Broadwater executes that policy. Were I to attempt to in- 
terfere with Mr. Broadwater, I would negate his position entirely. 

Senator McNamara. I thank you for the statement. 

It has in it a proposition that has been approved by the board of 
directors. 

May I ask at this point has that been submitted to the employees’ 
organization for their consideration ¢ 

Mr. Woxrson. No, sir. This morning we sent word to the two Con- 
gressmen that the board acted on it. 

Senator McNamara. I see; and that is the status of it now / 

Mr. Wo.rson. Yes, sir. 

Senator McNamara. It is still between the company and the Con- 
gressmen, and it has not got as far as the union‘ 

Mr. Wourson. Yes, sir. 

Senator McNamara. May I ask, do you propose to submit it at an 
early date to the union representatives? 

Mr. Wotrson. We thought, perhaps, the two Congressmen would 
meet with the union and submit it and get their reaction. 

Senator McNamara. I see; that is the method you have chosen for 
handling it. 

All right now, we interrupted your questioning, Senator Morse; 
you may proceed. 

Senator Morse. First, Mr. Wolfson, do you accept the statement 

‘ead by the counsel to the committee as your statement, as read to the 
committee ¢ 

Mr. Woxrson. Yes, Senator. 

Senator Morse. And you submit it to the committee under oath ¢ 

Mr. Woxrson. Yes, sir. 

Senator Morse. Mr. Wolfson, I thought we could go right into the 
merits of the dispute, but because of certain clear attacks upon the 
committee in the introduction of your statement, 1 do want to ask a 
question or two in regard to the procedure which brought you to the 
committee. 

When did you first have knowledge that this subcommittee desired 
you to appear to testify / 

Mr. Woxrson. Newspaper knowledge or actual knowledge from 
your committee ? 

Senator Morse. Knowledge, just knowledge. 

Mr. WoxFson. I had actual knowledge when I was in San Fran- 
cisco. 

Senator Morse. On what day ? 

Mr. Woxtrson. On July 4. 

Senator Morsz. July 4. 

Did Mr. Broadwater inform you that this committee, through coun- 
sel, on July 1, 1955, requested information as to where you could be 
reached ? 
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Mr. Wotrson. He could have, but I don’t recall. I have had sev- 
eral conversations with Mr. Broadwater about general matters, and he 
could have informed me; yes, sir. 

Senator Morse. You do not recall definitely as to whether or not 
Mr. Broadwater, in communication with you either by telephone or 
telegraph, advised you that the committee was desirous of reaching 
you ¢ 
' Mr. Wo trson. I said he could have. I don’t recall exactly the 
full conversation I had. I have had several conversations with Mr. 
Broadwater. 

Senator Morse. But your testimony then is that—am I correct in 
this—your testimony then is if he did so advise you you do not recall 
it because your recollection now is that it was July 4 that you first 
knew, when you were in San Francisco, that the committee wanted 
you ? 

Mr. Woxrson. Yes, sir. 

Well, that is the first real knowledge I had of a possibility of a 
subpena being sent out by the committee was July 4. 

Senator Morse. My question is, When did you first have knowledge 
that this subcommittee desired you to appear before the committee 
and testify ¢ 

Mr. Wotrson. Well, I read in the press probably a couple of days 
before that the committee would like to have me appear. 

Senator Morse. You do not recall any conversation with Mr. Broad- 
water informing you as to a telephone conversation he had with the 
genet: counsel of this committee seeking to find out where you could 
oe reached ? 

Mr. Wotrson. Well, Mr. Broadwater, in one of his conversations, 
asked me where my schedule would be and what my plans are, and he 
said that the District Committee, I believe, Mr. Spencer’s committee, 
would like to have me on a Tuesday, and I told him it was impossible to 
make that arrangement. I don’t recall specifically—and he could 
have very easily mentioned your committee or this committee. 

Senator Morse. Did you, Mr. Wolfson, at any time on July 1, 2, 
or 3 advise Mr. Broadwater and, through him, the committee, as to 
where you could be specifically reached ? 

Mr. Worrson. July 1,2, or 3% No, sir; other than that I was at 
the Beverly-Wilshire Hotel, and I would let him know where I would 
be after such and such a date. 

Senator Morse. You advised Mr. Broadwater that you would 
be 

Mr. Wotrson. I would be at the Beverly-Wilshire Hotel. 

Senator Morse. Mr. Wolfson, when you sent to us your wire of 
July 6, which I shall put into the record momentarily, did you indi- 
cate in that wire where you could be reached in San Wreiizsot 

Mr. Wotrson. No, sir; I did not. 

Senator Morse. Did you know at the time that you sent the wire 
that the committee was seeking to get in touch with you? 

Mr. Wotrson. Yes, sir; but I was leaving. When I sent the wire, 
T sent the wire from the railroad station, and I was leaving for 
Beverly Hills, Calif., and I advised in that wire that I would be at 
the Beverly-Wilshire Hotel the next day. 

Senator Morse. Let me read the wire so that we have it in the 
record. This is a communication, Mr. Chairman, that we had from 





CAPITAL TRANSIT CO. MATTERS 109 


Mr. Wolfson, received on July 6. It reads as follows, and I will use 
the symbols because the record shows we used the symbols in trans- 
mitting our answer to the wire: 
OBO46 
O FHA004 LONG DL PD-FH San Francisco, Cauir., 6 941 AMP— 
Senator WAYNE MorsE, 

United States Senate, Washington, D. C.: 

Have not heard from you directly, but understand that you want me in 
Washington in reference to bill dealing with cancellation of Capital Transit Co. 
franchise. J. A. B. Broadwater, president, can testify on this matter if you 
desire. Would appreciate direct contact from your office if you still want me: 
Subpena is not necessary; willing to appear voluntarily. Will be at Beverly- 
Wilshire Hotel, Beverly Hills, Calif., this weekend. 


L. E. WoLrson. 

Mr. Wolfson, does that wire offer proof that this committee knew 
how to reach you prior to the statement made in the wire that you 
would be at the Beverly-Wilshire Hotel, Beverly Hills, Calif., this 
weekend ? 

Mr. Wo trson. Well, this weekend—lI left within a half hour after I 
sent the wire. I went to Beverly Hills, Calif. 

Senator Morse. I want to repeat my question: Does this wire in- 
dicate that in any way this committee knew how to reach you prior 
to the sending of this wire? 

Mr. Wo xrson. Well, other people knew how to reach me, Senator, 
and I just figured that the office here in Washington would certainly 
know I was at the Beverly-Wilshire. 

I was still registered there; I have not checked out yet. 

Senator Morse. How did we know that? 

Mr. Wotrson. Well, did you contact my office here in Washington? 

Senator Morse. Oh, yes. 

Mr. Woxrson. And they couldn’t tell you where I was? 

Senator Morse. It is perfectly clear, the transcript is perfectly 
clear, Mr. Wolfson, that the general counsel, acting as an agent, upon 
instructions from this committee, tried to find you. We could not 
find you through Mr. Broadwater, nor could we get any information 
that would advise us as to how we could get in touch with you. 
That is why I asked the question as to whether or not Mr. Broadwater 
told you that we were trying to reach you, because I think you will 
agree with me that both your statement and your statements in the 
newspaper, if correctly quoted—and I do not assume that you were 
not correctly quoted—are to the effect, however, that this committee 
knew how to reach you. That is a charge you make in the statement, 
and I want to say most respectfully it is a false charge, because this 
committee did not know how to reach you, and we did exactly what 
you say in some statements you want this committee to do—work 
throu h the president of your company. I say, most respectfully, 
that this committee had the right to call upon the president of your 
company to get in touch with you in behalf of this committee, and 
have you get in touch with the committee. 

That just was not done and, therefore, I do not want the record to 
stand without this committee answering the introduction of the state- 
ment that you make today. I want to say—and I speak for my col- 
leagues—that when we could not get any assurance from the offices of 
your company as to how we could reach you, when you were chair- 

65386—55——8 
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men of the board of directors of this company, when there was a strike 
on, and we were satisfied, on the basis of your appearances heretofore 
before this committee, that, in our judgment, you were the key to this 
whole thing—I still think you are—we thought you were the No. 1 
man with whom this committee should sit down and talk over this 
strike, along with Mr. Broadwater. 

Let me say that Mr. Broadwater has been highly cooperative with 
this committee, as far as his testimony before the committee is con- 
cerned. I think it is most unfortunate, however, that Mr. Broadw ater, 
as president of the company, was not able to advise us as to where 
we could spec ifically and definitely of a time certain and place get in 
touch with you. 

The statement you made in your remarks that you filed with the 
committee today, as well as the things we have read in the press, 
would seem to indicate that we knew where you were all the time. 

Now, on behalf of this committe, I want to say that it is not true. 
We did not know where you were. If we knew where you were we 
would have been in touch with you. 

We could not find out where you were, and that is why we issued 
the subpena. 

Mr. Woxrson. Well, Senator, I read a statement, and I assumed 
it was correct, that I was not registered in my name at the Fairmont 
Hotel, and I think that statement was made by you, Senator, and I 
was registered in the name of Mr. and Mrs. L. E. Wolfson and 
daughter at the Fairmont Hotel. 

I received calls from the press and other people, long-distance calls. 
I refused to accept local calls on account of being bothered at that time. 
So I was under the impression that you made a statement that I was 
registered under an assumed name. 

Senator Morse. If you—are you through? Iam sorry; I do not 
mean to interrupt. Please finish your statement. 

Mr. Wotrson. Yes, sir. 

Senator Morse. If you will read the transcript you will find that I 
reported to the committee, as was my duty to report to the committee, 
that a Mr. Markey, reporter for the San Francisco Examiner, tried 
to reach members of the committee. He finally reached me at home 
late on a Sunday night, as I recall, saying that he had talked to you 
in a taxicab, that you had made certain personal remarks about me. 
On this score I should indicate that my skin is, I think, as tough as 
yours on these matters. Iam accustomed to such remarks in the rough 
and tumble of battles over issues, and I am perfectly willing to stand 
on my record as to whether or not they were appropriate statements. 
Mr. Markey said that you advised him that you were at the Fair- 
mont Hotel under an assumed name, and that he checked the register 
of the Fairmont Hotel and no L. E. Wolfson was registered there. 

I reported that to the committee, and that is my statement, and 
then we received your wire. 

The wire does not contain any address as to where we could reach 
you, except that at the weekend we could reach you at the Wilshire 
Hotel. I respectfully submit that the weekend is not a very definite 
and certain date as to when you could be reached. If you were 
going to be at the Wilshire Hotel you might have advised us as to 
the hour of your arrival. 
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Those happen to be the facts of that incident, and I would be glad 
to have your comment. 

Mr. Woxtrson. Now, Senator, you have gone on the basis of what 
you heard. 

Well, I don’t know this gentleman that approached me when I was 
in a cab to keep an appointment. If I have ever said anything about 
Senator Morse I say to him in front of his face. I have never shown 
any disrespect to any man in the United States Senate or any man, 
any man regardless. 

If he : said that I was registered under an assumed name he ought 
to go to a psychiatrist. 

T am under oath, and I have been registered during the stay at 
the Fairmont Hotel as Mr. and Mrs. L. E. Wolfson and daughter, 
and if you want, I could write the Fairmont Hotel; they could send 
you my registration card and you could have it. 

Now, you can’t—and I know that you have seen many, many 
people that have some knack of ex caggerating stories. You don't 
know this reporter or whoever he may be. I have seen him only 
one time. I don’t believe that you could take a man’s word. I am 
under oath before this committee. Everything I say is in the record; 
you could double check it, and I stand on what I say is correct. 

Senator Morse. I am simply making these statements, Mr. Wolf- 
son, to give you the chronology of the committee’s action because 
I think that the charges that you make in the introduction of your 
statement today are grossly unfair to this committee, because this 
committee has a clear public duty of doing what it can to try to end 
the strike; and we became convinced that you, more than anybody 
else, could be of help to this committee. As we indicated in some 
of our communications, when we were unable to find you, or to find 
where you were, it became our clear public duty to issue the subpena, 
which we did. 

The following item is argumentative, but it ought to go into the 
record. Counsel to the committee has handed me a memorandum 
dated July 8, 1955, 1 p. m., signed by Mr. Hal Mitchell, the Deputy 
Sergeant at Arms, United States Senate, which is as follows: 

Talked to Deputy United States Marshal Roscen in San Francisco to notify 
him Wolfson had been served. 

Roscen now tells me Wolfson did not use an assumed name at Fairmont 
Hotel but instructed management to withhold information he was registered. 
Newspapers found out he was there and began to hound him. 

Wolfson checked out of Fairmont at 5:03 on same day he arrived and 
was met and interviewed by a reporter as he stepped into a cab. 

He stayed at hotel in a 3-room suite with Mr. and Mrs. Sam Block. He 
filed two telegrams in his own name at Western Union, one to Senator Morse 
and one to Senator McNamara, but wrote on face and reverse side of blank 
that no information was to be divulged. 

Marshal’s office cheeked all airline and railroad passenger lists for Wolfson’s 
departure July 7 from San Francisco. Was not listed. Marshal still doesn’t 
know how he got back to Los Angeles. 

Mr. Wo.rson. Well, I think the marshal is a little confused. I 
arrived in San Francisco the morning of July 4. I left San Francisco 
and I was registered at the hotel July 4 through 5 o’clock Wednesday, 
July 6 

Now, that is the record, and apparently the marshal hasn’t been too 
cone erned to check the accurate record. 
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Now, as far as how I left, it is simple; I just got on the Lark and 
arrived at Los Angeles Thursday morning. 

Senator Morse. I simply make it part of the record as the infor- 
mation made available to this committee, and I am perfectly willing 
to have the entire record be the judge as to the course of action these 
public officials have followed. 

In fairness to you, I think the wire that the committee sent to you 
of July 6 should be incorporated in the record, and I think it is only 
fair that it be read because you may wish to make a comment on it, and 
I certainly believe in the right of witnesses before congressional com- 
mittee to make a comment on official actions that have been taken 
against them. 


Your wire received. Broadwater, president Capital Transit Co., was officially 
notified Friday, July 1, by general counsel of committee that your presence was 
requested at committee hearing scheduled for Thursday, July 7, 1955, 10:30 
a. m. Broadwater was asked to notify you to appear in your capacity as 
chairman of the Capital Transit Co. board before committee and testify on 
pending Capital Transit problems. He advised general counsel of committee 
that he was not sure that he could get in touch with you. 


May I digress from the wire to say this committee was confronted 
with that information from your president. We did not have the 
slightest idea where to get in touch with you. In a country as broad 
and expansive as this, if the president of your company couldn’t get 
in ouch with you, why onl we engage in a hide-and-seek perform- 
ance. So, because we still felt that you were the keyman in workin 
out a statesmanlike solution to this strike—and I happen to still think 
so—we issued the subpena; that is the basis for this action on the part 
of the committee. 

Going back to the wire now: 


You refer in your wire to fact that you have not heard from us directly. 
Obviously, if president of your company could not give us information as to 
your whereabouts we could not be expected to know where you had secluded 
yourself, 

In view of serious crisis which confronts the thousands of people in the 
District of Columbia who are dependent upon transportation service of your 
company, it was our clear publie duty to have you-subpenaed for appearance 
before committee. We take judicial notice that you were fully aware of fact 
that Capital Transit Co. was involved in threatened strike scheduled for midnight 
June 30. 

As an official of the company whose salary is really paid in the last analysis 
by the transit riders of the District of Columbia, your failure as head of a 
public utility to interest yourself personally by being present and available in 
Washington, D. C., would seem to indicate a lack of appreciation of your 
responsibility to the public in connection with this emergency. 

You will recall that on the witness stand on December 8, 1953, you testified 
under oath in answer to the following question: “Will you state how much time 
you devote to Capital Transit Co.?” You answered in part as follows: “I would 
say that I am in daily touch with Capital Transit Co. and their problems.” 

Your unavailability to the committee in this instance, plus the inability of 
the president of your company to advise us as to where we could locate you 
directly left us no alternative in carrying out our clear public duty except to 
authorize the issuance of a subpena which would assure in due course of time 
your presence before the committee. We are satisfied that you were aware 
of the fact that the committee desired your attendance at a hearing set for 
Thusday, July 7, 1955, in plenty of time to have appeared at said hearing. Your 
belated communication to the committee by way of your wire today raises serious 
doubts as to your good faith in carrying out the clear responsibility that you 
owe to the people of the District of Columbia, a@ well as to your own stockholders. 

Therefore, we have directed that there be issued against you a subpena to 
produce you forthwith before our committee. 
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I want to say, Mr. Wolfson, that. this committee had but one desire, 
and that was to have you before the committee on a Thursday. We 
told Mr. Broadwater that we would like to have you here, and we had 
but one desire when you got here, and that was to sit down with 
you and see if we could work out with you some fair and equitable 
solution of this transit situation. 

My feelings in.the matter do not count, but I do not propose, as a 
member of this committee, to accept your statement today, without 
this reply to it in defense of my two colleagues on this committee, 
because we acted jointly on this matter. It was a unanimous decision 
at each step that this subpena should be issued, and because of the 
fact that we could not get, through your responsible officials, any 
assurance as to where you could be located or that you would be 
here, we exercised our clear public duty. 

Now, those happen to be the facts. I am aware that misunder- 
standings may develop over a matter such as this; but I want to say, 
Mr. Chairman, that I think the record is the answer to the introduction 
of Mr. Wolfson’s statement. 

I am now ready to proceed with a discussion, unless Mr. Wolfson 
wants to say something more. I am ready to proceed with a discussion 
of the issues. 

Mr. Wo trson. I recall, Senator, very well 1953 before Senator 
Payne’s committee I made a statement that I am in daily touch. 

I think June 23 or 24 I had a conference in New York with Mr. 
Broadwater prior to leaving for the coast. I asked Mr. Broadwater 
how is the situation here at Capital Transit in reference to the pos- 
sibility of a strike June 30, if I could be of any service in this matter 
at all, that I can delay my trip and I will make other arrangements. 

He toid me he could see no reason for my being in Washington; did 
not think that I could be of any help. 

He has a full jurisdiction and authority, and you may rest assured, 
in my opinion, he has the capabilities and ability to run this company 
as well as any man I know. 

Now, before I left I had a discussion. Even our operators—and 
they are entitled to vacations—I have never had a vacation since I 
got out of school about 23 years ago, not even 1 week, an uninter- 
rupted vacation, and I thought I would get out on the coast and have 
at least a week before I got into some business out there; and I didn’t 
even get that. 

So I want to let you know that I discussed this matter with the 
head of Capital Transit before leaving. He saw no need for my 
being here June 30, or I would have been here, because that is my 
duty to see that. this company never goes on strike. I think it is : 
reflection on the management of this company and on the directors if 
we can’t get along with our employees. 

Senator Morse. You think, Mr. Wolfson, that that discussion of 
yours with Mr. Broadwater before you left for the coast in any way 
diminished your responsibility or his responsibilities to this com- 
mittee once it became known that we—— 

Mr. Wotrson. No, sir. 

Senator Morse (continuing). We would like to discuss the matter 
with you? 

Mr. Wotrson. No, sir. That does not eliminate his responsibility 
to the committee. I have to agree with that. But I just wanted to 
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let you know that I was very much concerned over this matter, and 
before I left for the coast the president of this company told me it was 
not necessary for me to be in Washington; it couldn’t do any good. 

Senator Morse. I think that is a fitting transition for the. first 
question of what I would call the substance of this hearing. 

What efforts did you make prior to your arrival in Ww ashington, 
and a ato to the beginning of the strike, to bring about a se ettle- 
ment of this strike? 

Mr. Woxrson. No effort, because I didn’t get into this situation 
until I arrived yesterday morning. 

Senator Morse. When did you first hear that there was a strike 
on the line? 

Mr. Woxtrson. Well, I heard it July 1 through the press. I was 
very much concerned about it, but I haven’t been in touch directly 
with officials particularly about the strike, but 1 knew about it imme- 
diately the first day of the strike. 

Senator Morse. You did not hear about it through Mr. Broadwater, 
wr Mr. Giddings, or any other officials? 

Mr. Wotrson. I could have, but I heard about it through the press 
hrst. 

Senator Morse. When you heard about the strike, Mr. Wolfson, 
did you feel that, as chairman of the board of directors, you had any 
duty or obligation whatsoever to use your good offices and attempt 
to end the strike ¢ 

Mr. Wotrson. Yes; I think it is the duty and responsibility not only 
of an officer, a director of a corporation, but I think of any citizen to 
try to keep from having a strike on transportation in any city. 

But we have a board of directors that I have the utmost confidence 
and faith in. I believe that they are men of integrity, independent 
judgment. They voted at a meeting June 30 to the stand that the 
president of this company took in reference to this matter. I was 
not present at this meeting, but I am in accord with the decision of 
this board. 

Now, I know of no way, I have no solution, to this strike settlement 
at all; and, regardless, 1 respect your opinion, but you and I differ 
as far as my being the key to this settlement of this ‘thing. I do not 
think I am the key to it. I think Mr. Broadwater has full authority, 
and the board of directors are the key to anything with reference to 
this strike. 

Senator Morse. I am seeking only to make a record of what your 
views and positions are on these questions. I want to go back to my 
question: When you heard of this strike on the line, irrespective now 
of the source of that information, did you feel that, as chairman of 
the board of directors, you had any duty whatsoever to familiarize 
yourself with the details of the controversy, and seek to use your good 
offices to find some solution to the strike ¢ 

Mr. Wo trson. I had the full confidence in Mr. Broadwater han- 
dling this matter, and I have always delegated responsibility to the 
officers of the corporation that I am chairman of the board of direc- 
tors of. 

Senator Morss. Then am I to understand that, as chairman of the 
board, you do not think you have any responsibility to exercise your 
good offices in trying to work out a solution in this matter, but it 
should be left entirely in the hands of the president of your company ? 
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Mr. Wotrson. No, sir. I have responsibility like every other direc- 
tor of this corporation, and if I was not a director or officer of Capital 
Transit, it would affect me, and I would do everything in my power 
as a citizen. 

Senator Morse. What do you consider that responsibility to be, 
as chairman of the board, just in the capacity as chairman of the 
board ¢ 

Mr. Wotrson. If 1 was present at the board meeting on June 30 
and the board of directors wanted to take a stand, I would go along 
with the majority ; that is the natural thing. 

Of course, being chairman, I do not vote on those matters unless 
it is a tie vote; and I will make the deciding decision. But this was 
a unanimous decision of the board for the president to carry out the 
orders of the board. 

Senator Morse. You were not present at the board meeting on 
June 30% 

Mr. Wotrson, No, sir. 

Senator Morse. Prior to the June 30 meeting, when was the last 
meeting of the board of directors you attended ¢ 

Mr. Woxrson. I believe I was present at the May meeting. 

Senator Morse. The May meeting? 

Mr. Wotrson. Yes. 

Senator Morse. How often does the board meet 4 

Mr. Woxrson. Monthly. 

Senator Morse. Were you present at the April meeting ? 

Mr. Woutrson. I am not sure. I think I missed two meetings, and 
I could have missed either the April or May, but 1 am positive I was 
at the May meeting. 

Senator Morse. At the meetings that you did attend, was there any 
discussion of the possibility of a strike at the end of the contract on 
June 50% 

Mr. Worrson. Oh, yes, sir; we have had discussions of how to 
combat it. In fact, we met, and my statement to this committee— 
I have made a statement—we met on four different occasions prior to 
June 30 with the Public Utilities Commission, trying to find some 
solution to it. We knew it had to come if we didnt increase the 
wages of the employees, which they are entitled to. 

Senator Morse. Is it fair to say that the position that you took, and 
that the other members of the board of directors took unanimously, 
was that you would not enter into negotiations with the union for any 
changes in wages, hours, or working conditions unless the Publie Util- 
ities Commission first gave you financial relief that you thought you 
were entitled to? 

Mr. Wotrson. Well, I have to go along with the opinion of the 
board, and if I was there I would have voted the same way, if I 
had a vote, for the simple reason we did not have the funds to meet 
the demands of the union. It was impossible. 

Senator Morse. I am sorry, Mr. Wolfson, I did not make my ques- 
tion clear. I am speaking now of the earlier board meetings which 
you testified that you did “attend —— 

Mr. Woxrson. Yes, sir. 

Senator Morse. And at which there was some discussion of the 
possibility of a strike on June 30. 
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In those meetings, as a result of that discussion, did you and the 
other members of the board unanimously reach the conclusion that 
you would not offer any improvement in wages, hours, and condi- 
tions of work unless the PUC offered you some increase in revenue ? 

Mr. Woxrson. No, sir; I am not sure if we brought it to a vote but, 
im, general discussion at prior meetings, we did have a general dis- 
cussion, and the consensus of the opinion of the board was that we 
would have to take that stand; yes, sir. 

Senator Morse. My understanding from your statement today is 
that the final action of the board was exactly that, and you concur 
in that action—— 

Mr. Worrson. Yes, sir. 

Senator Morse (continuing). Of the board ¢ 

Mr. Woxrson. Yes, sir. 

Senator Morse. Then I think you have given a clear implication, 
at least, as to the answer to my next question, but I want to put it to 

you as a matter of record. You can amplify your answer if you care 
to. What have you done since arriving in Washington yesterday to 
reach a settlement of ee: 

Mr. Wourson. Well, 1 sat with several officials of the company 
trying to find out what can we possibly do to get these men back to 
work; and we sat for about 5 or 6 hours, threw many things around, 
and during our meeting we received a call from Congressman Broy- 
hill and Congressman McMillan that they would like to see me. 

So we broke up our meeting and went over to see the Congress- 
men, and they started off the meeting with us by saying they were 
very much disturbed over this matter, and they thought we ought to 
try to do something about it, and they wanted to dise uss some things 
with us that may be of some help. 

So they submitted a proposal that I thought had some possibilities, 
and I did promise them that I would recommend to the ae of di- 
rectors of Capital Transit a special meeting today, which I did, and 
they voted on it. 

I also thought, perhaps, and I expressed my opinion at this meeting, 
that the new ‘Chairman, who I have never had the pleasure of meet- 
ing, Mr. Hayes, hasn’t been a member of this PUC long enough to 
really get into this thing, and I thought it was an excellent idea and 
opportunity to give him 120 days, if we could work this thing out 
where at least he could get into this thing, and everything I under- 
stand about him is he is a very fair man, a very intelligent man, and 
an able man, and I thought, perhaps, something comia come out of 
this thing, and I thought that maybe the possibilities—also that 
General Lane, who I have had the pleasure of meeting, seemed to 
be very fair, and he is kind of new on this Commission, and I thought, 
perhaps, that we may be able to solve some solution to it within 120 
days and get the buses running again. 

So I was a little enthusiastic about the possibilities, and the board 
concurred in that opinion today. 

Senator Morse. We will discuss the details of that a little bit later. 

I first want to make certain that I have got into the record each 
step you have taken since you have been in Washington, since your 
arrival yesterday, to try to reach a settlement of this dispute. 
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Did your board of directors this morning, in effect, reaffirm the posi- 
tion which they have heretofore taken that unless some additional 
revenues are made available to the company there will be no negoti- 
ations ¢ 

Mr. Woxrson. No, sir; that was not discussed. The only discus- 
sion that came up at the board was this proposal by the two Congress- 
men, and a vote was taken on that. No other discussion about how 
to settle this strike took place at this meeting. 

Senator Morse. The proposal for a 10-cent increase for 120 days, 
however, is based upon your belief that legislation will be passed that 
will guarantee to the company the increased revenue that will take 

care of the 10-cent-an-hour increase, is it not ? 

Mr. WoxFson. Yes, sir. 

Senator Morse. Well, Mr. Wolfson, do you believe the rule of pri- 
vate utility regulation that a company is entitled to a fair return on 
its investment means that the company is entitled to a guaranteed 
return in its investment ? 

Mr. Wotrson. As far as a guaranteed return, I believe that under 
the franchise and the setup of public utilities that they are entitled 
to a return on the capital invested, and under good management, if 
you could reach that earnings, I think you ought to get it. 

But under our setup here we have never received what we are 
entitled to nor what the Public Utility Commission thought that we 
should get. So it doesn’t necessarily have to be a guaranty, but we 
have put in many efficiencies there under the present maneereets 
that certainly entitled us to go ahead and get a return. I don’t be- 
lieve stockholders should invest money in any corporation, public 
utilities or otherwise, unless they get a return on their investment. 

Senator Morse. Is it not true that the position that you, and I 
understand your board of directors, are taking that there shall not 
be any wage granted these workers until the company first receives 
an increase in its revenue, by whatever legislative action or PUC action 
is necessary to give to the company, amounts, in fact, to a demand 
for a guaranteed return ? 

Mr. Woxrson. Well, even our request that we filed for a rate in- 
crease during the month of June for the PUC does not guarantee us 
any return. “That gives us enough where we can negotiate a contract 
that we hope is satisfactory with the employees of this company, but 
it does not guarantee us any great profit. 

Senator Morse. Does the MeMillan-B royhill proposal contemplate 
legislative action that will provide for a 10-cent-an-hour increase in 
wages ? 

Mr. Wotrson. Well, I haven’t seen the bill. The only thing I know 
is what took place during our discussion, that this is a temporary 
situation where it gives us enough time to start negotiating, continue 
to negotiate, and get the buses rolling, and get the Public Utility Com- 
mission actually seeing what our request is going to bring out, instead 
of guesswork. But it is not any definite situation where we are going 
to have a guaranty on anything. This is a testing period. 

Senator Morse. I am just seeking to find out what it does involve. 

Mr. Woxrrson. Yes, sir. 

Senator Morsr. We do not have before us as a committee any writ- 
ten proposal as to what the two Congressmen have proposed. Today 
we have here only testimony and what we have read in the papers. 
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Let me turn to page 12—I think it was on page 12—of your state- 
ment where you discussed this, and see if I am correct in my inter- 
pretation of it: 

Our board of directors met this morning and accepted these suggestions. 


Now, those suggestions are the suggestions of Congressman Mc- 
Millan and Congressman Broyhill, and you set them out as follows: 

During a temporary period of 120 days by emergency action of the PUC 
or by an act of Congress temporary emergency fare rates equivalent to those 
sought in the application filed with the PUC on June 6 and pending since that 
time should be established. 

That is the first proposal. 

Mr. Wotrson. Yes, sir. 

Senator Morse. That means, does it not, that either the PUC, before 
it has completed hearings on your petition of June 6, or the Congress, 
by legislation, shall decree that the fare increases which you asked 
for on June 6 shall be granted which, as I recall, prov ided for the 
retention of the 20-cent cash fare, an increase of the tokens from 16 
cents to 19 cents, and the elimination of the 

Mr. Woxrson. Permit. 

Senator Morse (continuing). So-called weekly book rides, permit 
rides. 

Mr. WoxrFrson. Permit. 

Senator Morse. Does not this mean, Mr. Wolfson, that you are ask- 
ing for this guaranty before you go along with the second proposal 
of the McMillan-Broyhill plan, which is as follows, as you stated: 

Under a temporary arrangement, all striking employees immediately would 
return to work at an increased wage rate of 10 cents per hour effective simul- 
taneously with the new increased emergency fare. Additional negotiations may 
be held during this period. 

Doesn’t that amount to an insistence that you be guaranteed the 
revenue with which to pay the 10-cent increase ? 

Mr. Wotrson. Yes, sir; that is what it is; yes, sir. 

Senator Morse. Now, let us direct your attention for a moment to 
the nature and furictions of the Public Utilities Commission. 

Would you agree with me that its functions are judicial or, as we 
say, quasijudicial ? 

Mr. Wotrson. Yes, sir; I would. 

Senator Morse. Would you agree with me that, under the law, the 
Public Utilities Commission has the clear legal duty to fix fares on 
the basis of certain definite criteria that have dev eloped in the field 
of public-utility law, and that it has no right to act capriciously or 
with arbitrary discretion, but only upon the basis of findings of fact 
in the form of applying those criteria to the evidence presented by 
the parties? 

Mr. Wotrson. Yes, if they have the ability and competence to do it; 
but two members of the Commission that we have had a lot of expe- 
rience with did not have the ability or competence enough to go ahead 
and figure out what a fair return is. 

Senator Morse. Well, Mr. Wolfson, I am sure you will agree with 
me that what you are asking me to do in that comment is to assume 
the premise that you have just laid down, namely, that two judicial 
officers here appointed by the appointing authorities are incompetent 
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men, and that they should not be vested with the jurisdiction to pass 
on this case? Isn’t that what your statement is? 

Mr. Wotrson. Based on their record. 

Senator Morse. Well, of course, Mr. Wolfson, we could not proceed 
to discuss this matter with you on that premise. If these men are 
guilty of what you say, and I know of not a scintilla of evidence 
before this committee that would support your charge, then, of 
course, the procedure for removing them from office ought to be 
followed by the appointing authority. 

But I am discussing with you now the nature of this process, judicial 
process, of a public utilities commission. If we are going to have a 
government by law we must protect that judicial process. 

Are you not, in fact—I want to be sure that I understand you—are 
you not, in fact, saying to this committee, ““We think this 10-cent-an- 
hour increase ought to be guaranteed by way of either the Public 
Utilities Commission before the completion of the full hearing that 
it would take—before the Public Utilities Commission really hears 
this matter on the merits.” I mean, in other words, unless the Public 
Utilities Commission hands down a temporary order allowing the 
fare increases that you call for in your petition of June 6. Aren't 
you saying to us that is a condition precedent to this company offering 
a 10-cent increase in hours? 

Mr. Woxirson. Yes. But the Commission— 

Senator Morse. A 10-cent wage increase per hour. 

Mr. Wotrson. Yes, sir; but the Commission has the facts. They 
have had the facts for 6 months. They anticipated this crucial crisis, 
and it is not anything new to them. Maybe they haven’t got the 
power; maybe the Congress has not given them the proper power to 
go ahead and exercise stoppage of any possibility of strikes, I don’t 
know. 

I just say this: That they certainly haven’t acted for the public’s 
interest by making sure that we don’t go into a strike here. 

Senator Morse. Mr. Wolfson, is it not true that the Commission 
has not had the facts for 6 months, that you have only filed officially 
your petition on June 6, and that hearings on the petition have not 
been held? Aren't those the facts? 

Mr. Woxrson. They may be publicly, but in four meetings they 
certainly knew the situation, and we had discussions, informal dis- 
cussions, with the Commission. 

Senator Morse. Let me ask you 

Mr. Wotrson. The Commissioners. 

Senator Morse. Let me ask you about those meetings. Is it not 
true that those were informal meetings with the Public Utilities Com- 
mission in which neither a judicial record nor the presentation of evi- 
dence and testimony was taken, but really constituted the Commission 
sitting down with the officers of the company and discussing plans 
about filing a petition, and when a petition should be filed? Wasn’t 
that the sum and substance of it ? 

Mr. Wotrson. Yes; that is part of what transpired. Other things 
transpired at these meetings, too. 

Senator Morsr. So that I clearly understand the situation, is it not 
the fact, however, that no hearing has been held before the Public 
Utilities Commission in the capacity of its conducting a judicial hear- 
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ing, on the petition that you filed June 6, for the taking of evidence 
on the question of whether or not you are entitled to a fare increase ¢ 

Mr. Wotrson. June 6 was the date; yes, sir. 

Senator Morse. Well, Mr. Wolfson, let us assume hpyothetically 
now that the Congress should adopt the Broyhill-MeMillan suggested 
action. 

Speaking only for myself, and not for the committee, and speaking 
as a lawyer and one who thinks that the liberties of our people are 
dependent upon keeping unblemished the judicial processes of this 
country, I want to say that if this Publie Utilities Commission grants 
the request that the two Congressmen make under this proposal, with- 
out a thorough judicial hearing on the matter, they certainly would 
be disqualified for seats on the Public Utilities Commission. 

It would be about as nonjudicial a course of action as a judicial 
officer could engage in. 

So we are confronted with this time element, and I know the dif- 
ficulty of it from the company’s standpoint, and that is why I have 

said heretofore that I think there is some legislative relief that falls 
within the province of Congress that we ought to give some heed to, 
but I never think the Congress should interfere with the exercise of a 
judici ial function. If the Congress proceeded to pass legislation, in 
the absence of a decree from the PU C, providing for 10 cents an hour 
increase in the wages for those employees, would it not, in fact, be 
taking over the judicial function of a public utilities commission with- 
out a record of evidence before it that would justify that course of 
action ¢ 

Mr. Worrson. Well, Senator, you have a legal background. You 
have ability. You know more about the legal part of it than I do, but 
this is a 120-day emergency. The main thing we are concerned about, 
and the people of Washington, is to get this transit company back in 
operation. As far as within 120 days is concerned, what we ask for 
may be too high. may not be enough, but we will at least have a defi- 
nite, clear-cut picture of what the rates are going to be, what pas- 
sengers we will lose, and so forth. 

I would like to mention something that made me make this recom- 
mendation and promise to the Congressmen, the reason that I will 
mi ake it. Under your bill, which I learned about and tried to get some 
details of when I arrived—and I am saying that I have to respect 
your opinion—you could be 100 percent right and I could be 100 per- 
7m wrong—you made a statement, and I hate to say that you made 

, and you correct me if Iam wrong. The papers quoted you as say- 
ing that you could get private capital to come here and private oper- 
tors of the transit system here. 

Senator Morse. I expressed the opinion that I thought I could. 

Mr. Wo.rson. You thought you could. I will go on record and say, 
Senator, if you can do it, I am willing to make a recommendation to 
iy board at any time to have this transit company in a standby condi- 
tion, even if we have this strike settled, and you go ahead and go to 
work for any private capital to come in here and render the service 
here, and we will step out—I will make that recommendation—make 
it te the ee of this company, because it is impossible, in my 
opinion. I could be wrong. 
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In the first place, we get about $20 million rate base, and we are 
entitled to 6 percent. So the Public Utilities Commission says, or 
more. We have never earned that 6 percent. 

We averaged 1,151 buses daily, pieces of equipment, street cars and 
buses, in 1954. 

The price of new buses today is twenty-three thousand some-odd 
dollars. The cost of these 1,151 buses—I am not criticizing your 
bill—if anything, I am trying to be helpful to see if that is the best 
solution—I am for anything that is the best solution for Washington, 
in this transit, because it is a problem for me personally. It would 
take $26,500,000 in round figures to get 1,151 buses, new buses, for any 
new company coming in here. 

You will need at least—I am very, very conservative in this figure— 
at least $15 million for garages, properties, et cetera, facilities, equip- 
ment, et cetera, to get at least a $40 million investment. 

No private capital is available to Washington, D. C., and I will 
stake any little reputation I may have on finances, will be available to 
Washington to provide $40 million. They have to get at least 6 per- 
cent return, which is twice as much as the rate base that we have. The 
capital is not available. 

Another thing, under the possibility that the Senate or the Con- 
gress can take the franchise away when they think you have an emer- 
gency or a,crisis—and I think that is the privilege of the United States 
Senate in Washington, D. C.—you frighten capital away. I believe 
that if your bill goes through, and you take the franchise away from 
the Capital Transit, I think it would have a tremendous effect on the 
Potomac electric and other utilities, the Washington Gas, the Tele- 
phone Co., for future financing. 

I think you will throw a psychological fear on the financial market, 
saying that anything can happen during a,strike, and I do not think 
the finances will be available. 

The proper thing, in my opinion, and the best thing for Washington, 
D. C., 1s to have a privately operated transit company. No question 
about it. I think it is the only thing that you can do to keep the rates 
as low as we can, unless you get into a transit authority. And I 
think it. would be the biggest mistake and it would be a tremendous 
burden financially on the community to ever get a transit authority 
to try to operate Capital Transit. under maybe some other owners, 
but Capital Transit with a rate base of $20 million at values, I would 
say, estimated of replacement values of about 70 million. They may 
not buy streetcars. You cannot operate a transit company with less 
than $40 million. 

Now, the Capital Transit, there has been a lot of conversation and 
talk around here, that it takes a franchise away from the Capital 
Transit. I aim to protect twenty-two-hundred-and-some-odd stock- 
holders within the legal laws of this country. I have seriously given 
consideration last night, just in case your bill goes through, and the 
franchise of Capital Transit has been taken away—I have read arti- 
cles in the Papers that. they seem to know more about our taking up of 
the tracks, the cost, and so forth——particularly the morning news- 


paper here seems to be an expert on everything. [Laughter.] 


We have some figures, the, value of Capital Transit assets, dating 
back since 1870—some of the properties in this country. Whatever 
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we lost—we have got a book value of about $22 a share—whatever we 
lost, they have to take up the tracks. We will pick up, in my opin- 
ion—and I could be wrong—and in the opinion of some of the experts 
associated with me—that we could liquidate this corporation for the 
$22, but not under $16 a share. 

So if it is the desire of the United States Congress to say, “Capital 
Transit, we are going to take your franchise away,” that is your 
privilege, but I say you will be making the biggest mistake to try to 
get private capital—if you think you could do it—let ¢ ‘apital Transit 
stay like on a standby—go ahead and get the private capital, and you 
get private capital, and you assure capital and people substantially 
response, we will do so, and so I will be happy to meet not with the 
committee—it makes no difference—and try to work out a solution 
where we will step out and let someone step in, because it is physically 
impossible to do it, financially impossible. 

Senator Morse. I am glad to have your views on the bill. We will 
be assessing the bill at some greater length in other hearings in the 
future. I think our immediate concern is to get this strike settled. 
And, I say to my colleagues on the committee, you are perfectly wel- 
come to interrupt at any time and ask questions as we go along. 

Senator McNamara. I think Senator Case has made some notes. 

Senator Morse. I want to say this te Mr. Wolfson about my bill. 

You have raised some points that may be interesting in lawsuits, 
but the legislative history of the origin: ul act of 1933, I think, is very 
clear as to why the provision was put in the law providing for the 
cancellation of the franchise. All companies that have accepted a 
franchise under that law have done so under section 13 in the law. If, 
in the wisdom of the Congress, it concludes that the public interest can 
best be served by the elimination of one franchise and the granting of 
a new one, such action becomes a clear duty of Congress, as you have 
intimated. And if controversies develop as to the respective legal 
rights of the parties, we have our judicial processes to determine 
those rights. 

Wew tT cross al] of those bridges when we come to them, but I want 
to get back to the MeMillan- Broyhill proposal, because, if I under- 
sts ind what you have said on pages 11 and 12 of your statement—and 
this is the most authoritative reference we have as to what the two 
Congressmen propose—they propose that your company, your board 
of directors, ace ept this morning the proposition that either the 
Public Utilities Commission should grant a temporary emergency fare 
rate that would pay the 10 cents per hour increase, or the C ongress 
would pass legislation that would grant it, apparently out of public 
appropriations. 

And I return to my question: Would this not be a clear assumption 
on the part of the Congress of the exercise of a judicial function of 
a public utility commission ? 

Mr. Wotrson. Well, I cannot discuss legal matters. The only thing 
I could say is this: that our general counsel advised us that the Public 
Utilities Commission has this authority. They say that they do not 
have the authority, the Public Utilities Commission, to take this 
action. 

Now, I do not know if it is a proper thing for Congress to take it 
out of the hands of the Public Utilities Commission, but you have 
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an an existing today. I do not see why the people of Wash- 
ington, D. C., should suffer with this emergency when it could be 
handled, even ‘if it is a temporary, or on a temporary basis, 120 day 
and give the new Commission, and the Chairman partic dite ar rly, ( ‘hai ir- 
nan Hayes, an opportunity to familiarize himself with this situation, 
give management and labor an opportunity to go ahead and negotiate 
while they are working, you see. And I think that this thing could 
be solved. 
And I was very much impressed with the possibilities. 

Senator Morsr. Mr. Wolfson, the Public Utilities Commission 
Mr. Haves—has already testified before this Senne that they 
have author ity to grant the emergency increase in fares if the evidence 
presented discloses that such a temporary order is justified, but he has 
not testified that they have authority to grant a temporary ae 
fares without a record being made that would justify fhat increase 
upon the basis of the legal criteria binding upon the Pub lie Utilities 
Commission. 

As I read the MeMillan-Broyhill proposal, it does not contain any 
suggestion for a determination of this on the basis of the merits. It 
simply proposes that the Public Utilities Commission proceed to issue 
an order that fares can be increased enough to pay a 10-cent-per-hour 
wage increase. 

Mr. Wotrson. Well, you have a difference of opinion, Senator, be 
tween our general counsel and the legal lights of the Public Utilities 
(Commission. 

Senator Morse. Well, you see—I am a little troubled also by this 
most recent decision of the United States Cireuit Court of Appe: als, 
which is the latest pronouncement of the legal principle I have just 
enunciated, namely, that the Public U tilities Commission must issue 
their orders and their grants of increases or decreases in fares on the 
basis of evidence and on the evidence of a public-utility theory or 
cviteria that will stand the test of the law. And thus we have this 
court saying, on page 7 of its decision : 


1? 


The investor and consumer interest may so collide as to warrant the rate- 
making body in concluding that a return on historical cost or prudent invest- 
ment, though fair to investors, would be grossly unfair to the consumers. 

Which leads me to a point that seems to me that has almost been lost 
sight of in all of this discussion, that is, the rights of the consumers 
in this matter. 

The assumption seems to be that the only way to solve this problem 
is to grant a fare increase and let the transit riders pay the additional 
cost. 

And I want to say that until we have a judicial record that would 
justify that course of action, I think it would be an exceedingly dan- 
gerous judicial precedent for the Congress to seek, in effect, to order 
the Public Utilities Commission to grant an increase in fares without 
a judicial record that supports it. 

I speak at least for myself—« g ertainly could not raise my 
right hand and say that I know, as a matter of proof and evidence, 
that the Capital Transit Co. is entitled to an increase in fare—but 
I am satisfied that as a matter of public policy you are entitled to 
certain benefits that you have not been getting. I have taken that 
position, von know. TIT took it at the time of the Payne h 


earings. 
! have taken it in the earlier sessions of this hearing. 
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I happen to think that an injustice is being done this company by 
asking you to subsidize the parents of this District in the so- called 
}-cent school fare. 

I do not think that can be squared with a sound relationship be- 
tween private enterprise and the Government. 

Likewise, I am inclined to think a strong case can be made to give 
you some tax-exemption relief, but I cannot raise my right hand ‘and 
nay you are entitled to a fare increase, because I have to look at what 
has happened as the result of fare increases. 

You have had some fare increase, and you have lost income. 

Mr. Woxrson. I do not think—I know that you are sincere in saying 
that you cannot raise your hand, but have you seen the records and 
the figures that we are entitled to a fare increase even if we had not 
gotten a wage increase based on the record ¢ 

Senator Morse. I think that record has to go before the Public 
Utilities Commission, including your petition of June 6, and a judicial 
hearing had on it. 

Mr. Wo rrson. I can say this: Sitting in the position of a Senator 
and a Congressman, knowing that the Public Utilities Commission— 
that the company is entitled to 6 percent or 7 percent on their rate base, 
and they have not earned it, but I can say—put my hand up—they are 
entitled to a rate increase, based on what they ‘have earned. It is 
factual, and taken from the records. 

Senator Morsr. Of course, you may be able to say it, but I could not, 
because that raises a great many questions as to the management proc- 
esses of the company. 

The public is entitled to know the facts about those management 
practices. It cannot proceed on the assumption that this is an efficient 
company. Maybe it is. But the Public Utilities Commission has to 
pass on whether or not savings could not be made in the business man- 
agerial practices of the company; that all has to go into the determi- 
nation of fares and rates. Of course, I can go ahead with my ques- 
tioning any other time, but that causes me to start another line of 
questioning here, Mr. Wolfson. 

I conclude this line of questioning by saying that in my opinion 
your board of directors this morning, in agreeing to go along with the 
proposal of Congressmen McMillan and Broyhill, in my judgment 
would be approving a plan that I think would be a serious infringe- 
ment upon the judicial processes of the Public Utilities Commission 
and would establish a precedent that would lead to severe legislative 
abuses if we followed it out to its logical end. 

Now I want to go into this question of the shares of the Capital 
Transit Co., the amount of shares held by you and others. I want to 
go into the question of the dividend policies of the company. 

I think you should know the line of questioning that is to follow. 

Senator Casr. I have just a couple of questions. 

Senator McNamara. Senator Case. 

Senator Casz. The proposal that was made by Congressman Broy- 
hill and Congressman McMillan was presented to your board. this 
morning as coming from them; is that right? 

Mr. Wo rrson. Yes. 

Senator Case. It contained the provision that the temporary fare 
merease be made simultaneously with the 10-cents-an-hour wage in- 

crease and the return of the men to work? 
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Mr. Wotrson. Yes. 

Senator Case. Is it therefore fair to say that your board did not 
this morning reconsider its previous determination to make no offer 
whatever of an increase in w ages or other adjustments—because the 
question was not before it ? 

Mr. Worrson. Senator, yes. This board was called primarily for 
this one purpose, and no discussion took place other than on this 
matter. 

Senator Case. As I recall—this is a paraphrase of his testimony— 
Mr. Broadwater stated earlier that the board had made the determina- 
tion that no increase in wages would be offered unless there were cor- 
responding increases in rates. 

Mr. Wotrson. That decision still stands. And we want to add with 
the recommendations of these two Congressmen. 

Senator Case. You discussed the possibility of the strike with Mr. 
Broadwater several times before the end of June; did you not? 

Mr. Wotrson. Yes, sir. 

Senator Case. And I assume that you discussed it at your meet- 
ing with him in New York; was it June 23? 

Mr. Worrson. The 23rd or 24th it was discussed. 

Senator Case. At that time you specifically agreed with the policy 
that no increase in wages should be offered unless there were con- 
temporaneously an increase in rates / 

Mr. Wo xrson. No, sir; it was not any agreement between Mr. 
Broadwater and myself. He advised me that “it looks pretty black,” 
that he sees no way to offer anything to the union, because we did 
not have the money to do it or the revenue coming in. And there was 
not any definite agreement, just that was his idea and he recommended 
to the board on June 30, and the board went along with his recom- 
mendation. But I knew what his thinking was on June 23 or 24. 

Senator Case. And generally agreed with his view, I take it? 

Mr. Woxrson. Yes; 1 usually agree with Mr. Broadwater. 

Senator Case. I mean specifically this time you did agree? 

Mr. Wotrson. Yes, sir. 

Senator Case. I just want to make it perfectly clear for the record 
again that the company’s position as it came to the end of the contract 
term and as it remains today is that no bargaining whatever shall take 
place with the union involving any increase in wages or other benefits 
to the union without an increase in return to the company ¢ 

Mr. Wotrson. Yes; that is the stand that the board took; yes, sir. 

Senator Case. That is the board’s present position / 

Mr. Wo trson. Still in existence; yes, sir. 

Senator Case. And you are completely in accord with that? 

Mr. Wotrson. Yes; I am. 

Senator Case. If I may, on one other point. 

You brought a list of your directors with you as you gave them in 
your statement earlier. ‘You list, in addition to yourself, Mr. William 
B. Bennett, of Washington, described as a retired transit executive. 
Is Mr. Bennett a former executive of the Capital Transit ? 

Mr. Wotrson. Yes, sir. 

Senator Case. And is he now receiving compensation or a pension ? 

Mr. Woxrson. Director’s fees. I think that he has got a pension 
from the company ; yes, sir. 

65386—55 9 
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Senator Case. And otherwise he is not employed, so far as you know? 

Mr. Wotrson. No, sir. 

Senator Case. Is that pension pursuant to a plan which gives him 
this as an absolute right, or is it a matter of the company’s discretion 
that he is receiving that? 

Mr. Woxrson. No; that is his prior rights that I think he contrib- 
uted over a period of years. And I think that is a prior right of his 
to pension. Iam not too familiar with this. 

Senator Case. Are you quite sure about that? 

Mr. Woxrson. I am not quite familiar with that. If you want 
that information 

Senator Case. I wonder if somebody could answer that ? 

Mr. Wourson. Mr. Bennett is here. Will you answer that question, 
please, sir? 

Mr. Bennetr. May I have the question ? 

Senator Case. The question is whether the pension you are receiving 
from the company is a matter of grace or a matter of absolute right 
on your part! 

Mr. Bennerr. The company has a formal pension plan made ef- 
fective some time in 1946, a contributory plan, and the retirement pay 
that I get is under that plan. 

Senator Case. So it was in effect while you were still actively 
employed ? 

Mr. Benner. Yes; indeed. 

Senator Case. Then you receive this pension now as a matter of 
right under that plan ? 

Mr. Brennert. I do. 

Senator Case. Mr. Broadwater, of course, is presently president of 
the company ¢ 

Mr. Wourson. Yes, sir. 

Senator Case. And an officer of the company ? 

Mr. Woxrson. Yes. 

Senator Case. Is General Morris connected in any way with the 
company except as a member? 

Mr. Wourson. As a director—that is the only connection I know of 
that he has. 

Senator Casr. Is he connected in any way with you in financial 
matters other than that? 

Mr. Woxrson. No, sir; but I would like to have him. I would like 
to have him connected with me in any capacity. 

Senator Case. I appreciate that, and I have no question at all—— 

Mr. Wotrson. He is not. 

Senator Case. He is not an associate of yours? 

Mr. Woxrson. The only connection I have is being a director of 
the Capital Transit with General Morris. 

Senator Case. In a sense he could be described as an outsider; an 
independent director ¢ 

Mr. Wourson. Yes, sir. 

Senator Casz. I take it—correct me if I am wrong—Mr. Baker, of 
the American Security & Trust Co., is also not connected with you 
financially ? 

Mr. Wourson. No, sir; not financially, but he is on several boards 
of directors of companies that we are in operating control of. 

Senator Case. Is he a business associate of yours ¢ 
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Mr. Wo trson. No, sir. 

Senator Case. In your general operations? 

Mr. Wo.trson. No, sir. 

Senator Cask. Is Mr. Donohue in any way connected with the com- 
pany except as a member of the board ? 

Mr. Woxrson. No, sir; just Capital Transit. 

Mr. Casz. He is counsel, either general or special ? 

Mr. Wourson. No. 

Senator Case. So General Morris and Mr. Baker, Mr. Donohue are 
independent directors? 

Mr. Woxrson. Yes, sir. Mr. Bennett is independent. Mr. Bennett 
is very independent. 

Senator Case. I am not suggesting that he is not. He is a former 
employee of the company ¢ 

Mr. Woxrson. Yes, sir. 

Senator Case. Mr. Ecker, of course, is vice president of the 
company ¢ 

Mr. Worrson. Yes. 

Senator Case. And at the present time ?¢ 

Mr. Woxrson. Yes. 

Senator Case. Vice Admiral Colclough, is he in any way connec’ 
with you? 

Mr. Wourson. Only as a director. 

Senator Case. This is only as a director of this company. 
we have Mr. Flanagan, a vice president. 

Mr. Wotrson. Yes, sir. 

Senator Case. Then we have Mr. Gerbert, president of the Un 
versal Investments, Florida Theatre Building, Jacksonville, Fla. Is 
Mr. Gerbert associated with you in your business ventures ? 

Mr. Wotrson.. Practically everything; yes, sir. 

Senator Casp. So he is, in a sense, a member of the Wolfson organ- 
ization ¢ 

Mr. Woxrson. Yes, sir. 

Senator Case. Mr. Giddings is a vice president of the Capital 
Transit Co. 

Then we have Mr. Merrill, retired president of the Capital Transit. 
[ wonder if I could ask in regard to him the same questions that I 
asked in regard to Mr. Bennett? 

Mr. Wotrson. I imagine that he comes under the same pension 
rights as Mr. Bennett. I would assume. I donot know if Mr. Merrill 
is here. 

Senator Casgr. Is there anyone—— 

Mr. Woxtrson. Mr. Giddings advised me that he comes under the 
same pension rights. 

Senator Casr. And he receives his pension then as a matter of right 
under the plan adopted while he was actively employed by the 
company ? 

Mr. Woxrson. Yes, sir. 

Senator Case. Mr. Weakly, president, Sheraton Park Hotel, is he 
associated with you in your business ventures generally ¢ 

Mr. Woxrson. No, sir, other than as a director of Capital. 

Senator Case. Then the two Messrs. Wolfson are relatives? 

Mr. Wourson. Yes, sir, very much so. 
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Senator Case. At the moment, Mr. Chairman, I have no further 
questions. 

Senator McNamara. Senator Morse, do you want to continue? 

Senator Case. May I ask one further question? I am sorry. 

In your statement you made the estimate, which appeared earlier 
in the press and which I asked Mr. Broadwater about, that to grant 
the request of the union would cost the company +7 million a year. 
Mr. Broadwater testified that the wage rate part of that, he figured, 
would come to about $2 million; that he was not quite sure—and I do 
not want to be unfair in any way or distort any statement that he 
made—was not quite sure as to the makeup of any additional balance, 
though there would be some, but he was not at all firm about the esti- 
mate of $7 million. 

1 wonder if you could break that down ? 

Mr. Woutrson. No, I would not know other than we have a report. 
It is approximately $7 million from our comptroller, and from the 
president. 

Senator Case. I wonder if, for the committee—— 

Mr. Woirson. We will be glad to present it. 

Senator Case. If we could have a detailed breakdown of that esti- 
mate of $7 million. 

That ® all. 

Senator Morse. I was following the line of questioning to the effect 
of fare increases upon the number of riders. 

Is it true that the last 2 or 3 fare increases have resulted in a reduc- 
tion in the number of riders? 

Mr. Woirson. Yes, sir. That is true all over the country, Senator. 

Senator Morse. A national pattern? 

Mr. Wourson. Yes, 

Senator Morse. Would that indicate to you that the consumers in 
this area have just about reached the saturation point so far as ability 
to pay increased fares is concerned ¢ 

Mr. Woxrson. I would not say ability to pay, but I think it has 
reached a saturation point. If you get beyond 20 cents—and I think 
there is a lot of danger, the possibility is that we have to try to bring 
some relief or some changes in here to keep 20 cents, and never get 
above it, or we are going to run into serious difficulty in having enough 
passengers. 

Senator Morse. The increase to 20 cents resulted in a reduction of 
riders, did it not? 

Mr. Wotrson. Yes, sir. 

Senator Morse. And explains the loss in part—the loss of revenue 
of the company—it explains that in part? 

Mr. Wourson. Well, partly, yes, sir. 

Senator Morse. Do you think that an increase in the token fare 
from 16 to 19 cents and the elimination of the weekly book, the trans- 
portation book, may result in a loss of some riders# — oo 

Mr. Wourson. Well, it is purely a guess. I think itis a possibility, 
yes. 

Senator Morse. That would be true if this case followed the pattern 
that has been set in other cases in the country ¢ 

Mr. Wotrson. Yes. 

Senator Morse. Do you think that the Congress of the United 
States has the responsibility, as well as the Public Utility Commission, 
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to give some consideration as to whether or not sound public policy 
warrants a further increase in fare upon the transit riders? 

Mr. Wotrson. I think they have. 1 think they also have the respon- 
sibility to the 2,200 stockholders of the public, too, Senator. And I 
think that they ought to tie them both together and see if they are 
treated right, too. 

Senator Morse. We are going into a whole line of questioning of 
what happened to your stockholders. Confining our attention for a 
moment to the bus riders, am I correct in my recollection that you 
agreed with me at the hearings in 1953 that the very large percentage 
of these transit riders are people i in the low-income group in the area 
who cannot afford other means of transportation ? 

Mr. Woxrson. I would assume, yes, that they are; yes, sir. 

Senator Morse. I think that we can agree 

Mr. Wotrson. Yes, sir. 

Senator Morse. In the colloquy you and I had the time when we 
were talking about the responsibility —— 

Mr. Woxrson. Yes. 

Senator Morse. Of other revenue sources for the company—— 

Mr. Woxrson. Yes, sir. 

Senator Morse. By way of tax exemption, we agreed that that was 
true, based upon some charts, as I recall, that were introduced at 
the time. 

Mr. Wo.trson. Yes, sir. 

Senator Morse. Do you agree with me that if the fare increase 
that is proposed by Congressman McMillan and Congressman Broy- 
hill is adopted, it will work a hards ship upon the people in the low- 
income brackets who ride eons buses and streets cars? 

Mr. Wotrson. No, sir. 1 do not think it will. I do not think it is 
that serious. I think that the nonregulated businesses, if they have to 
give raises to some of the individu: is that go ahead and help them, I 
think that it is their duty and responsibility, but 1 do not believe it 
will have a great effect on the financial status of the average individual 
paying 1 or 2 cents more for his ride. 

Senator Morse. Knowing, as you do, something about the riding 
habits of the public, do you think that the day-by-day extension of 
this strike will produce transportation arrangements on the part of a 
certain percentage of your otherwise potential riders to the end that 
that percentage will never return to riding your buses as the result 
of this? 

Mr. Wotrson. Yes. We worried about that. I think we will lose 
some that have ponRe other means that will not use Transit facilities. 

Senator Morse. I said the other day, in examining Mr. Broadwater, 
that I thought it might reach as high a percentage as 10 to 15 perce nt 
of your riders. Do you think that was too high? 

Mr. Wotrson. It is purely a guess, and I am not an expert at that, 
but I feel we will lose some. I do not know what percentage. 

Senator Morse. I am not an expert on it, either, but I just based 
my judgment on talk that one hears and on the arrangements that 
people are making for getting to work, and on the fact that they 
apparently surprised themselves on how they can reduce the hardship 
of getting to work by entering into pooling arrangements to the end 
that we hear many discussions to the effect that they are going to 
continue that kind of transportation. That is a real problem that 





130 CAPITAL TRANSIT CO. MATTERS 


management has to confront, and labor, too. Do you agree with me 
on that? 

Mr. Wotrson. Yes, sir, I do. 

Senator Morse. Speaking about the workers in this strike, have you 
had a conference with Mr. Bierwagon, president of the union? 

Mr. Wotrson. No, sir, I have not. I have not. You are talking 
about this-—— 

Senator Morse. Since you arrived here? 

Mr. Wotrsox. No, sir; I have not had a conference with Mr. Bier- 
wagon for a year or two. 

Senator Morse. Have you been advised by any official of your com- 
pany that the president of the union has expressed a desire to have 
a conference with you? 

Mr. Wotrson. Yes, but I could never sit in a conference with Mr. 

sierwagon or any members of the union unless I am invited into it 
by the president of the corporation who is actually the operating 
head of this company. 

Senator Morse. And Mr. Broadwater is opposed to your having a 
conference with the officials of the union ? 

Mr. Worrson. He has not invited me to any meeting, and if he 
invites me I am available at the request of Mr. Broadwater in any 
meetings that he thinks I can render some service. 

Senator Morsr. Am I to understand, then, that Mr. Bierwagen, 
if he wants to have a conference with you, should request it from 
the president of the company and request the president of the com- 
pany to arrange for that conference ? 

Mr. Wotrson. I would be happy to meet Mr. Bierwagen, to discuss 
anything about the transit discussion, unless Mr. Broadwater invites 
lo 

Senator Morse. I understand that the only thing Mr. Bierwagen 
wants to talk to you about is the transit matter. 

Mr. Wotrson. I cannot unless Mr. Broadwater invites me—I cannot 
accept. 

Senator Morse. Then as chairman of the board of directors, you 
feel that you would be acting outside of the scope of your duties if 
you talked to the president of this union at his invitation without 
clearance through Mr. Broadwater ? 

Mr. Wotrson. Well, the board of directors elected me as chairman, 
gave me certain duties, and elected Mr. Broadwater as president to 
operate this company, and he is going to operate the company in ac- 
cordance with the board of directors’ mandate. 

Senator Morse. Am I to understand from that answer that you 
would not feel inclined to say that to Mr. Broadwater, “You know 
this fellow, Bierwagen, I understand wants to see me. Do you have 
any objections to my sitting down and talking with him aboitt this 
case ¢” 

Mr. Wotrson. Well, he has objection. 

Senator Morse. Mr. Broadwater has objection? 

Mr. Wotrson. Sure, he has objection. He is running this company 
as far as operating head of the company, and I do not blame him 
for saying he is handling this matter and would appreciate it if I 
just let him continue to handle it, and I aim to let him to continue 
to handle it. 
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Senator Morse. I asked the question, Mr. Wolfson, because I am 
greatly impressed by the fact that the official representative of the 
union believed that a conference with you might be very helpful. 
And I have engaged in enough labor negotiations to know that when- 
ever you have an avenue for discussion it is wise to exhaust poten- 
tialities of that avenue—I know enough about that—but you have 
to make the decision as to what you will or will not do as chairman 
of the board. Certainly, you have the personal right to take the 
position that your president does not want you to talk to the union— 
you are not going to talk to the union—I cannot quarrel with that. 
T think the public interest in this matter is such that if the union 
thinks that it might make some progress through you and by you, 
in turn, discussing it with your board of directors, that is what you 
ought to do. 

Mr. Worrson. Well, Senator, if Mr. Broadwater thought that I 
could be of any help, he certainly would invite me in on any matters. 
Mr. Broadwater is well competent and able to handle this situation 
and any situation. I wish that I had the ability that Mr. Broadwater 
had in operating this company. 

Senator Morse. I repeat, that apparently the union shares the con- 
fidence in you. 

Mr .Wotrson. They overrate me. 

Senator Morse. You ought to give them an opportunity to discover 
that. Maybe they would not discover it. 

Mr. Wo.trson. It would be a pleasure for me to meet with Mr. Bier- 
wagen on any matters other than Capital Transit. I have a high 
regard for Mr. Bierwagen. 


Senator Morse. I would assume that he would be pretty busy with 
ae Transit matters these days, and social occasions would have 


to be postponed to a later date. 

Mr. Woxrson. I understand he is. 

Senator Morse. Mr. Wolfson, when you and your associates pur- 
chased Capital Transit Co., what percentage of the total number of 
shares did you personally purchase and control ? 

Mr. Woxrson. I believe in the course, if my memory serves me, I 
will give you some figures, if you want it, accur ate information, I will 
present it. 

Senator Morse. With the clear understanding that you can amend 
the record by inserting any corrections in your - figures. 

Mr. Worrson. Yes. When we originally bought our interest in 
Capital Transit it was worth around 45 percent total of the outstand- 
ing stock from North American—roughly 45. That was equivalent 
to about 209,000 shares of the old stock before the split. I think I had 
about 50, 000 shares of the original—about 25 percent of the original 

209,000. 

Senator Morse. What percentage of the shares of the company do 
you now personally own? 

Mr. Wotrson. My children and wife and myself have about 50,000 
shares of the new stock. That includes about a thousand or 2,000 
shares recently purchased last week by my children’s trust, 

So we have about one-fourth of what I originally had when I 
invested in 1949. 

Senator Morse. About 5 or 8 percent? 

Mr. Woxrson. Roughly, about 5 percent. 
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Senator Morse. Will you state for the record what return you real- 
ized on these shares by way of dividends for the years 1952, 1953, and 
1954. 

Mr. Woxirson. From memory, I cannot give that to you. Are you 
referring to the net return after taxes ? 

Senator Morse. Yes. 

Mr. Woxrson. It is very little, but I will be glad to submit it to the 
committee. It was very little, net after tax. 

Senator Morse. Dividends per share. 

Mr. Wourson. Yes, sir. I will be glad to submit it for each year. 

Senator Morse. Will you tell me what the dividends per share was 
prior to taxes, because when you say “after taxes” in that tax com- 
putation, of course, you figure in all your other holdings and all of 
your other income, do you not? 

Mr. Woxrson. Yes, sir; but the reason that I have to say “after 
taxes,’ my personal interest is paying very little dividend, but as long 
as I am trustee for 2,200 stockholders, with other directors, I have 
to see how we protect their interests, and when we declare dividends 
we do not declare dividends for our personal benefit. We declare it 
for all of the stockholders. That is the reason I am caught in a situa 
tion of paying high dividends without any personal benefit. 

Senator Morse. I turn to page 39 of the report that I am sure you 
are familiar with, the so-called Payne report of this committee, filed 


oC 


May 1,1954. And I read on page 39 the following: 

For the 9 years, from 1941 to 1949, Capital Transit paid $3,720,000 in cash 
dividends out of $13,242,000 net earnings. 

For the 3 years, from 1950 to 1952, cash dividends paid amounted to $5,424,000, 
while net earnings were only $3,546,000. 

For the 9 months ending September 30, 1953, dividends paid amounted to 
$1,152,000, while net earnings were but $669,000. 

The present policy of paying dividends in excess of earnings could not be 
pursued unless the company had the cash with which to pay the dividends. 


Are those figures your recollection of the dividend returns to the 
company ‘ 

Mr. Wotrson. I would assume that they are correct; yes, sir. 

Senator Morse. And I think, Mr. Chairman, it is interesting to 
read this comment in the committee report into the record for other 
questioning for which we may want to use it as a foundation. The 
Paine committee says: 


The source of this cash has been discussed in connection with the comments 
on rate base and working capital. It arises largely from liquidation of road and 
equipment through depreciation recoveries in excess of amounts reinvested in 
property. There is a definite long-range relationship between dividend pay- 
ments and amounts reinvested in property ; when the former is high, the latter 
is low, and vice versa. When earnings are being reinvested in property they 
obviously are not available for payment of dividends. However, as the invest- 
ment in property is liquidated, cash for dividends becomes available. This lat- 
ter has been the situation with the Capital Transit Co. for the past several years. 

From 1950 to 1952, approximately $6,800,000 of the property was converted 
into cash by way of depreciation charges recovered from revenue; while only 
$2,700,000 was expended for new property, but the dividends that have been paid 
throughout the existence of the Capital Transit Co. have always been paid from 
earnings of either current or prior years. There is no question that the com- 
pany is paying dividends out of original paid-in capital. The real question which 
arises out of the present dividend policy is whether management is depleting 
the resources of the company to the point where its ability to render service may 
be impaired, either now or in the foreseeable future. Whether at some time 
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in the future the management will have stripped everything of value from the 
company and will not then be able to produce the necessary capital to provide 
adequate equipment to serve its patrons. This is just cause for future concern. 

Although at the end of 1952 the company’s financial structure was quite good, 
it had $4,600,000 working capital, instead of only $5,700,000. 

Now, Mr. Wolfson, as you know, there has been at least, shall I say, 
controversial discussion of the dividend- paying policies of your com- 
pany. Mr. Bierwagen on the witness st: and the other day, under exami- 
nation, said that a morale problem has been created among the men 
in that they feel that if so much had not gone into dividends there 
would have been some left, at least, to take care of some of their wage 
and fringe-benefit demands. 

[ want to ask you this question: Do you feel that as a financier that 
a company is justified in so depleting its reserves that money is not 
available in the reserve to meet fair and just wage increases, what- 
ever that amount is in this case—fair and just wage increases pend- 
ing an increase in revenue from other sources such as the Public 
Utility Commission decision ¢ 

Mr. Worrson. Well, I will have to answer that a little differently 
than the question you put to me, by saying that the depreciation ac- 
cumulated over a period years, if the management of this corporation 
thought it was necessary to buy more equipment to render service 
the board of directors would have bought more equipment. Our 
records speaks for itself. 

In the last 4 out of 5 years the maintenance and safety award of the 
National Transit Association, the Capital Transit in Washington was 
awarded the safety and maintenance award, which indicates that our 
equipment is the finest. 

This company is as well operated as any. 

As far as the financial structure of this company, this company is 
in better financial condition today than in 1949 when we entered this 
picture, regardless of the dividends paid out. 

We had a $9 million funded debt. We have no funded debt. No 
transit company in America this size, with this population is free of 
funded debt. This is the only company in America. 

Now we have been hearing a lot of gossip and conversation, but. most 
of the conversation comes from these Cadillac drivers, not from our 
bus riders. They have never been on buses. They think they know 
how to operate this company. I think they are very envious of the 
possibilities that they turned down or the possibilities of buying this 
transit company. They did not think that the risk warranted buying 
this company when we bought it. 

It was all around here for months, the so-called wealthy people 
that made their money here in Washington and continued to make 
their money. They did not want to t: ake the gamble, did not want to 
take the risk. We and other stockholders took the risk to provide 
transit operations, mass transportation in Washington. 

We have had some benefits under good management, good opera- 
tions. And I think that we are entitled to it. 

During the same time, based on last year—and I do not under any 
circumstances resent the employees of this company getting fair wages 
or higher wages if the company can afford to pay it. That $16,800,- 
000 and some other thousands of dollars paid out in salaries for the 
use of money of 2,200 stockholders—they got $16,800,000. At the 
same time the stockholders received $1,152,000 in dividends. 
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Well, they are making a living, $16,800,000, and the stockholders 
are giving them the money and the tools to work with to get the 
$1,152,000. 

In my opinion, it is not unfair, in fact, I will tell you, I do not think 
it is enough return for the stockholders, $1,152,000. 

Senator Morsr. In vitw of those comments I will come back to my 
question of a moment ago. In view of those I want to read another 
paragraph fro: the same report on page 40 as follows: 


For the 4 years of Wolfson control, 1950 through 1953, cash dividends amounted 
to $29 per share, based on the 240,000 shares of stock outstanding before the 
4 to 1 split. This is an average annual dividend rate of $7.25 or a return of 
36.25 percent per year on the $20 per share cost of the Wolfson group. It is an 
average annual dividend rate of over 10 percent of the highest market value that 
the stock ever reached during those 4 years. It is an annual average dividend 
rate of over 9 percent on the present par value of the stock. The subcommittee 
knows that the dividend rate paid by the Wolfson group is in excess of the 
maximum rate of return sanctioned by the Public Utilities Commission to be 
earned on invested capital. By this dividend the Wolfson management has 
effectively dissipated a substantial part of the surplus built up by the company 
during the years prior to Wolfson control without regard to the fact that this 
surplus emanated from the pockets of the transit riders. 

Mr. Wolfson stated before the subcommittee that “we did not go into this 
company to distribute the cash surplus.” Transcript, page 311. 

Mr. Wolfson himself asked at this same hearing, “What are you going to do 
with stockholders who paid $132 for the stock?” We think this has little bear- 
ing on the problem. First, such stockholders constitute a small minority of the 
investors in Capital Transit. And, second, that is a loss that was sustained 
many years ago. 

The subcommittee cannot advocate or even condone a procedure whereby the 
transit riders are forced to subsidize those individuals who make a poor invest- 
ment. 


Now, I read this, Mr. Wolfson, in order to lay a foundation for this 


line of questions. 

Assume these figures to be true, and I think they are, do you feel 
that the company had any obligation whatsoever to the workers to use 
part of your reserve or to keep part of your reserve to meet emergency 
labor situations such as this until such time as the Public Utilities 
Commission could pass on the merits of your claim for fare increase? 

Mr. Woxrson. Well, Senator, I believe that you have to keep the 
stockholders and the employees in balance along with the riding pub- 
lic at all times. Tf one of them gets out of balance, you have an un- 
successful operation. 

At the meeting with Congressman McMillan and Congressman 
Broyhill I told them that this personal attack on me is unfair and un- 
just. I have never made any money in Washington, D.C. I have no 
other financia! interests or investments other than Capital Transit. 

This newspaper, I think the morning paper, where they have got 
some young fellow as president and publisher that married the boss’ 
daughter, whatever the name is—keeps hammering away that— 


Wolfson and his dividends. Slicing melons, and all of that. 


Here is what T would be willing to do. I can only talk for Lou 
Wolfson personally. 

We have a situation—we have a situation here that dividend policies 
seem to have been disturbing to everyone here in Washington. I am 
willing to do this, to increase my investment up to 20 percent of the 
total stock and pay the price, if it takes up to $15 a share, because 
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I think the stock is worth at least $15 a share, if 4 other so-called civic 
leaders personally and individually are willing to invest 20 percent. 
We would not declare any dividends for 5 years, if the dividends 
seem to be a problem. But get rid of 2,200 stockholders where I do 
feel like I am dishonest—where I do not feel I am dishonest if I do not 
represent those stockholders like you feel if you do not represent the 
American people. 

Let four so-called civic leaders step forward and lay their money 
on the table. And I am willing to put my money up and go ahead 
and render service without compensation for a minimum of 5 years. 
But you will find them, because they have got a lot of conversation 
around here, but no action. 

Senator Morse. We will discuss that proposal a little later. But 
[ want to come back to the question that I Ged. 

Let me assure you, Mr. Wolfson, that I make no personal attack in 
asking these questions. 

Mr. Wotrson. No; I know. 

Senator Morse. I am just confronted with what the official record 
shows has been the financial policy of the company in regard to de- 
claring dividends. And it shows that for the 4 years under control, 
from 1950 to 1953, cash dividends amounted to $29 per share, based 
upon the shares prior to the 4-for-1 split. 

My question is this, do you feel that this company owed any obliga- 
tion to the workers—and may I add to the public—to hold back a 
certain financial reserve to meet the emergency labor situations that 
we know are bound to arise from time, so that you could collec- 
tively bargain with workers on whatever you decided a fair wage 
to them might be, pending a determination of your claim that in 
view of those wages, those increases, you are entitled to increased 
revenue by way of a public Utility Commission decision. Do you 
think you had any obligation to keep some of the reserves back for that 
purpose, particularly in view of the fact that in the last analysis 
these reserves were created by both the workers and the transit riders, 
as well as the investments of the stockholders ? 

Of course, I cannot get away from the old historic maxim that 
Lincoln laid down, that, after all, our first obligation is to the pro- 
ducers, and our second is to capital, that is, the human values of the 
workers should be taken into account first, because without their work 
the capitalist would not get any dividends. They produce the wealth 
out of which the dividends are paid. And so this may be a philo- 
sophical question, but, be that as it may, it is rather basic with me. 

My criticism of the dividend policy is not based on these personal 
charges. My criticism is that you paid out too much, that you de- 
pleted your reserves too much, so that you did not leave an emergency 
fund here to meet your labor problems between the time they arose 
and your Public Utility Commission could hand down a decision, 
because I look upon the workers really as the producers of the wealth 
that the investors earn dividends upon. 

Mr. Wotrson. Yes, sir; but without capital 

Senator Morse, I have given you my point of view. 

Mr. Wotrson. Without capital, the workers have nothing to work 
with. So they have to work hand-in-hand. . 

Senator Morse. That is quite true. That is why I have been heard 
to say I think you are entitled to a fair return on your investment con- 
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sistent with efficient management. That is the rule. You are not 
entitled to a fair return here irrespective of what managerial policies 
are, but you are entitled to a fair return on the investment consistent 
with what is found to be an efficient, proper management. The work- 
ers pl iy apartinthat. Does not it follow that you now find yourself 
in the position, because of your depletion of reserves, that you say, 
“We have nothing to use to pay this wage increase until the Public 
Utilities Commission or the Congress grants us new revenue”? And 
the workers say, “What do you mean you haven’t anything to pay us 
with? You had something, but you depleted it. You did not give 
us a fair break in connection with your reserve policy.” 

Mr. Woirson. Well, Mr, Senator, if we had any reserves we do not 
think we ought to take money out of reserves. We think that the 
Public Utility Commission should provide the proper return to go 
ahead and take care of these things. 
| would never be a party to take money built up out of reserves and 


to distribute it to labor, except based on some increase in fare or in 


rates. 

I believe, and Mr. Broadwater made this statement, that the workers 
of this company are entitled to some increase. I believe if you had 
Commissioners sitting with vision and they were put on notice 6 
months ago they would have provided proper means to go ahead and 
give us sufficient money to pay it. 

I think the stockholders—and it is my philosophy—and I will 
always have this philosophy- -and thanks to this type of philosophy, 
you have millions of stockholders earning more money and paying the 
Government more taxes, I believe, in being liberal in dividends. 
I expect always to be. The only way that you are going to stop my 
being liberal in dividends, in Capital Transit, is to do it legally or to 
get rid of Wolfson as the director and chairman of the board, because 
Tam going always to be liberal with the stockholders of this company 
or any company. That has always been my philosophy. 

Senator Morse. I want to say I respect your frank answer, because 
[ think that your comments on these last two questions that I have put 
outline a very decided difference of opinion as to the policy that your 
company should follow. 

I do not agree that you have the right to so deplete your reserves 
by paying dividends that amount over * this period of time to $29 per 
share, and leave the workers with no reserve to meet the payment of 
what, in collective bargaining, you perhaps yourself would agree 
would be a fair wage. 

You are quite right, Mr. Broadwater has testified that he thinks 
they are entitled to some increase. You now have testified they are 
entitled to some increase. But your point of view, it seems to me, in 
regard to dividends, takes the position that you never should consider 
the wage rates that the employees should receive in order to have a 
fair and equitable one, in determining what the percentage of divi- 
dends to your stockholders should be. 

In my judgment, it becomes the duty of management to see to it 
that it is fair to its stockholders and to its workers, and if these men 
are entitled to a fair wage increase, then I respectfully submit that 
it is your clear duty as an employer to see to it that they are paid 
fair wages, and that your stockholders must necessarily expect, when 
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they invest in your company, fair wages are going to be paid, and that 
their dividends are going to be subject to fair labor costs, and then 
proceed before the Public Utilities Commission to make your case 
for an increase in fares or for other revenue benefits that will enable 
you to pay the kind of dividends you would like to pay. 

You and I just do not agree on this corporate practice. 

I think that what you are doing is putting the stockholders first. and 
labor second. And I respectfully submit that is a labor philosophy 
of 1845. 

Mr. Woxtrson. Well, Senator, you can be absolutely right in your 
opinion, and I could be wrong, but I say this: 

That my reputation and my reeord wil prove that I believe in 
having the highest paid workers in America, in any company that 
we have control over, instead of a regulated business. When we 
entered the New York Shipbuilding Corp., I made a recommenda- 
tion to have the highest paid workers in the shipbuilding business. 
We had no union eontract coming up for negotiation. In Chapman 
& Scott, we put our wages up against any wage contract in the 
United States, in the construction business. 

We have a situation here that I am not going to sacrifice the stock- 
holders and be dishonest to the stockholders, to go ahead and create 
public favor here in Washington, and that is what they except us to 
do, and we cannot do it and I will not do it. 

Now, the only thing is this, that 1 know that labor is important. 
They are my people, too. They may be playing a different position 
on our team, but they are just as much on our team as the officers 
of this corporation, 

The officers of this corporation know when they have a strike if the 
thing goes on too long their salaries will be cut, so they are not going 
to get any benefits. 

So I think the best solution for this thing, for the city of Washing- 
ton, it seems to be this cost of the stock, without realizing that the 
stock market has really went up in the last 5 or 6 years, that inflation 
has taken place, that the value of the stock and what we are getting 
on the original cost should not have any bearing, the $29 a share. As 
long as 1 am willing—and I will go ahead and do this—that any 
net benefit that I have ever gotten out of my investment in dividends, 
paid to me personally, I will make a charitable contribution to a 
charity in Washington whatever I benefited, so long as four other 
citizens come in and are willing to render, or keep their mouth shut 
and stop talking. There is too much talking going on in Washington, 
but they won’t put their money on the table, and 1 am willing to do it. 

Recently I have been approached on a couple of occasions by some 
interests that want to buy us out. Our stock is not for sale, unless 
the same offer is submitted to all of the stockholders. I will not run 
out on stockholders as long as I am put in trust as a director of any 
corporation, or an officer of the corporation. 

So, to get out of this thing and get out of these headaches and 
abuses that are put upon my shoulders, and my family, the easiest 
thing in the world to do is to walk out of the picture. I will never 
do it unless all of the stockholders have the same opportunity I have. 

Senator Morse. I want to put one other set of figures in the record, 
and then I want to come back and discuss with Mr. Wolfson this 
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proposal of his, as to putting on the line a certain amount of money, 
to be matched by four others. I think there ought to be in the record, 
again for whatever comment Mr. Wolfson wishes to make, and I used 
these figures when Mr. Broadwater was on the stand the other day, 
the following figures: 

What the Wolfson group put into original investment in September 
1949: $2,200,000. 

What the Wolfson group has taken out, dividends, 5 years: 
$3,119,580, 

Estimated market value of Capital Transit Co. shares sold or dis- 
bursed : $1,688,000. 

Estimated market value of stock in Continental Enterprises, Capital 
Transit offspring: $537,600. 

Total : $5,345,180. 

What the Wolfson group still holds, estimated value of Capital 
Transit shares still owned : $2,728,000. 

Is it your recollection that those are, in round numbers, accurate 
figures ? 

M. Wotrson. No, sir; I would not confirm the figures unless I 
checked them. So far as we own, my brothers, my ‘brothers indi- 
vidually, in the corporation, have control of, personal corporations 
added, about 41,000 shares to their holdings within the last 30 or 60 
days. 

As far as those figures, General Motors and other great corporations 
in America have been paying tremendous dividends, and the price 
of stock has enhanced greatly in value. I say the same stockholders 
in 1949 could have put the same amount of money to work in any 
corporation, any top corporation in America, and would have gotten 
more benefits, earnings, and capital gains, than they did in investment 
in Capital Transit in 1949, 

Senator Morsr. Personally, I should like to dwell on these figures. 
You agree, do you not, that Capital Transit Co. management has taken 
out of the company more money that it put in during its period of 
operation ¢ 

Mr. Wotrson. No, sir; I disagree with that. I cannot agree with 
that, because if I put in a million dollars, and I get net $200,000 after 
taxes, I still have got $800,000 invested. I could never agree with 
that. I have an investment in this company right now. 

Senator Morse. The figures that were submitted to the Payne 
committee and were checked with the accountants, and also checked 
with the Public Utilities Commission, point out that you took out 
more money than you put in. 

Mr. Wotrson. Well, Senator, if I py put in a million dol- 
lars, and regardless of what dividends I get, I only kept $200,000, I 
still got $800,000 some place; it is invested. 

Senator Morse. I am not talking about you putting it in. I am 
talking about you and the others that were in on the original in- 
vestment. 

Mr. Wo xrson. But regardless, if the Federal Government received 
practically all of it, I got nothing, I still have an investment in capi- 
tal, investment in Capital Transit. So I did not get all of my money 
out of Capital Transit. 

Senator Morse. Mr. Broadwater on July 7, 1955, in answer to a 
question I put to him as follows, stated : 
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But you do testify that the company has taken out in dividends more than the 
company paid for the property in 1949? 


And he replied as follows: 


No, sir. I say that the Wolfson group as a whole, how it is divided among 
all of them I do not know—I say that there have been more dividends paid than 
the original cost of the stock—I do not have the tabulation, but I think over a 
period of 6 years, if I am going to get probably paid $35 in dividends to each 
share of stock purchased at $20 a share, I think that is somewhere in that range. 

Do you agree ? 

Mr. Wourson. There is not any difference. 

Senator Morse. Taken out in dividends an amount in excess of what 
you paid for the original cost of the stock. 

Mr. Wotrson. Not in net amount; no, sir. If we paid—it took $35 
out in dividends—I am using that as a figure—I paid 80 percent tax, 
| got $7. Paying $20 for stock, I still got $13. That is just an illus- 
tration. So I did not get any money out of the Capital Transit. 

Senator Morse. You do not feel that you have in effect on your books 
liquidated the Capital Transit ? 

Mr. Wourson. No, sir; I did not get my money out of Capital 
Transit. 

Senator Morse. I yield to the Senator from New Jersey. 

Senator Case. To sharpen the point that Senator Morse I think 
made—I think he made the assumption that your company’s present 
financial condition was such that you are unable to pay any increase 
in wages pending the outcome of efforts, whether through the Public 
Utilities Commission or otherwise, to increase your revenue. Is that a 
correct statement? I think it conflicts a little bit with another state- 
ment which you made that your company was presently in good finan- 
cial condition. 

Mr. Wotrson. Yes,sir. Well, I made a statement that the company 
is not in a financial position to take on a contract with the union and 
pay them an increase. 

Now, I said that the financial condition of this company as of 
December 31, 1954, is in better financial condition than when we found 
it in 1949, 

Senator Casg. Is it in worse financial condition now than it was at 
the end of the last fiscal year? 

Mr. Wotrson. In other words, 1954, against now ¢ 

Senator Caszn. You made a point just now 

Mr. Woxrson. No; I think it is in a little better—probably a little 
better. 

Senator Case. You do accept then the fact, the assumption that 
Senator Morse I think was pressing on you, that the company is not 
in @ position pending increases in rates to make any adjustment of 
wages ¢ 

Mr. Wotrson. Yes, sir; we are not in position to take on that obli- 
gation of a year’s contract. 

Senator Cuan Then the Senator’s line of questioning was based on 
an assumption which you accept as valid. 

Now I suggest that an investor in a public utility operation is 
bound to take cognizance of the fact that proceedings before a regu- 
latory body do take time. They should, of course, not be conducted 
in a dilatory way. But some time lag is bound to occur between 
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a large increase in expense and an adjustment of rates, and manage- 
ment assuming the obligation of running a public utility must take 
that into account. It is not reasonable for anyone to consider that 
you can automatically get an increase in rates ‘immediately upon an 
increase of salaries, or other expenses for that matter. For instance, 
if you were faced ‘with an increase in electrical power costs I take 
it that you would not immediately close down until you got an 
increase in rates, would you? And I suggest that this is just the same 
kind of thing. 

And then the point that is troublesome, and you are not faced 
with people who are antienterprise at all or people who do not under- 
stand what the difficulties of this kind of an operation are, but when 
a policy has been pursued which pays dividends regardless of earn- 
ings and then we come to a situation which you are unable to take 
care of, this lag which must be anticipated—I think there is ground 
questioning as to the soundness of that dividend policy. 

I do not hold with the view that insists on distinguishing property 
values and human values. They are intertwined; of course they 
are. They should be equal. It does not quite square with that 
equality to pay dividends regardless of earnings and not to be willing 
to consider a wage increase unless the earnings are increased. That 
is the thing that bothers me. 

Mr. Wotrson. Except this. I think that you overlook the fact 
that we have increased our employees without any rate inerease in 
prior years. We have now followed this policy every year, but the 
board of directors have received too much romance and a lot of 
romancing from the Public Utilities Commission, and we cannot 
afford to take that chance in the future. We have been stuck in 
the past. 

Senator Case. You see, you do have recourse to the courts. I 
am not one who defends dilatory tactics at all. I think you should 
have prompt action and fair consideration. And any of us can 
informally assure you that will be done. We stand ready to do it. 
But we simply carmot be put in a position where this is made a con- 
dition because you cannot do that and still maintain due process of 
law. That really is the situation. 

So I just personally want to express the hope that you think about 
this, because you are not dealing with unsympathetic people at all. 
You are really not. Or people who do not understand the problem. 

Mr. Wotrson. Thank you. 

Senator Case. But the way out of this dilemma is not to stand 
and hold a gun at the heads of anybody, even though provocating to 
your mind, may be very great indeed—it is not the way to do it. 
Perhaps this is just a gratuitous observation. But maybe overnight 
something will come out of it that reflects a willingness to deal with 
this in the usual way and on the assumption that all people con- 


cerned will act in a responsible way in the discharge of their public 
duties. 


Thank you. 

Mr. Wonrson. Thank you. The union officials that I know, and 
particularly Mr. Bierwagen, for whom I have a high regard, he would 
never hold a gun at the head of management or the Capital Transit. 
I do not think he deals on that basis. The Capital Transit will never 
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deal that way. Ivregret very much that this committee does not know 
the directors of this corporation. In my opinion, they are the highest 
type of men that I have ever served with on any board of directors. 
They have independent judgment, integrity that 1 would put up 
against anyone. They made this decision June 30, after consider- 
«ble consideration... And I will say this: That 1 am just as anxious 
as anyone here in Washington to get these buses running. I want 
them to. It is a reflection on me personally and a reflection on the 
board of directors and the management to go ahead and have this 
operation shut down. 

The people of Washington are entitled to mass transportation. 
Certainly entitled to that. They are fine people in this city. They 
should not suffer. And I tell you I feel sort of bad because I cannot 
do anything about it. And the board of directors have taken that 
action. And they cannot do anything about it. 

We need some financial relief. And I think that the entire relief 
has to come immediately from the Public Utilities Commission to get 
this thing going. And I see no other way for it. 

Senator McNamara. Let me interject at this point that certainly 
there is a great deal of discussion about the interest of the stockholders 
and the interests of the employees, but in a public utility certainly 
none of us can overlook the issues of the general public that you have 
taken a franchise to serve. ‘That should be an important considera- 
tion. 

Mr. Wo trson. It is. 

Senator McNamara. In your thinking and in your action. And 

hope that you will give serious consideration to that, too. 

Mr. Wourson. Yes. 

Senator McNamara. Go ahead. 

Senator Morse. I do think, because we do have this difference of 
opinion as to the philosophy of the dividend-paying policy of the 
Capital Transit Co., that I should insert in this record the conclusion 
of the Payne subcommittee of 1953 following its investigation of the 
Capital Transit Co. 

Speaking on the dividend-payment policy, the committee said: 

This subcommittee can view the recent dividend policy of Capital Transit Co. 
under the Wolfson management only as a course of action wholly inconsiderate 
of the public interest, wholly inconsistent with the philosophy of fair and rea- 
sonable returns to the owners of a regulated utility, and wholly inconsistent 


with the stated intentions of the representatives of the Wolfson group before 
the Interstate Commerce Commission. 


_ The subcommittee, therefore, deems it imperative for the early passage of 
S. 1408 to authorize the Public Utilities Commission of the District of Columbia 
to regulate and condition the declaration of payment of dividends by public 


utilities in the District of Columbia, which bill is patterned after similar provi- 
sions of the Illinois Code. 


As to the history of 5. 1403, as I recall, it failed in the House. It 
passed the Senate in the 83d.Congress. As I say, it failed in the 
House. It will be reintroduced in the Senate tomorrow. 

Now, Mr. Wolfson, am I to understand that it is your opinion that 
your many stockholders would not favor the use of any reserve that. 
otherwise would go to the dividends for a temporary period of time 
until the Public Utilities Commission can pass on the judicial ques- 
tion as to whether or not you are entitled to a fare increase? 

65386—55——10 
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Mr. Wo trson. No, sir, I never consulted the masses of the stock- 
holders we have, but they expect their dividends, and they expect us 
to operate this company to the best of our ability of paying them. 

Senator Morse. You misunderstood me. I did not say that. I 
thought that you had talked to them. I asked for your opinion as to 
what you think the position of the stockholders would be if as a matter 
of dividend policy your company should decide to use the money that 
otherwise would go into dividends for a temporary period of time 
until the Public Utilities Commission gives a judicial determination 
of your June 6 petition. 

Mr. Wotrson. I do not know how they would feel. I would say 
that the stockholders want everything they could get. I do not think 
they would want to give up any of their dividends. 

Senator Morse. Do you really think that the stockholders 

Mr. Woxrson. I am talking about the mass of the stockholders, not 
me as an individual. I will be perfectly frank with you, if I never 
get any dividends it would suit me all right. It will not hurt my 
situation. 

Senator Morse. I am talking about these masses of stockholders. 
You feel as chairman of this board that in your relationship with your 
stockholders you should try to seek to get for them the last cent of 
dividends you can get for them, irrespective of the effect of that course 
of action upon the labor policies of the company ? 

Mr. Wo.trson. No, not the last cent, sir. I could not agree on that 
last cent. 

I believe in fair dividends, but I do not think that it should just 
bring it up to $1.62 or $2. I think $1.20 basis at the request of the 
Public Utility Commission is a fair dividend. 

Senator Morse. I will restate my question. Do you think that you 
would fail to properly represent your stockholder if as the chairman 
of the board of directors and as a member, you took the position that 
some funds should be set aside out of reserves to meet this labor situa- 
tion until such time as the Public Utilities Commission can render a 
judicial determination on your June 6 petition ? 

Mr. Wotrson. Yes, sir, based on the experience we have had of 
waiting a year or waiting 11 months, waiting a year and 2 months— 
I believe that it is unfair to the stockholders to go ahead and do that, 
yes, sir. 

Senator Morsr. You think, then, it would be unfair, the conclusion 
of mine to say that this position of yours on dividends amounts in 
fact to placing dividends and the interest of the stockholders in re- 
spect thereto ahead of fair wages to your employees ? 

Mr. Wourson. No, I believe that they ought to be put on the same 
of keeping in balance. I do not believe that the stockholders ought to 
come ahead of labor or labor ahead of stockholders on either the 
public. I think the three of them—I am glad you mentioned, Mr. 
Chairman, the public. We know our responsibility to the public. I 
think it is important that you were reading from this limited divi- 
dends by act of Congress of utilities in Washington. 

I have other interests. And when I say other interests, I want you 
to understand this, we made many mistakes. I have continued to 
make mistakes, maybe because I am trying to do too many things, and 
Iam not always right. I respect your opinion. You could be 100 per- 
cent right and I could be wrong, each and every one of you gentlemen, 
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but this is a pretty serious matter when you Members of the Congress 
think about having jurisdiction over—I am not referring to Capital 
Transit—to limit dividends by an act. When other utilities in Wash- 
ington expand money will dry up, you will have a tendency that 
money won’t come. free to the utilities for expansion in Washington 
when Congress tampers with restrictions on dividends. 

Let us take the Capital Transit and leave it alone. The Capital 
Transit may be able to survive, because that is not a big problem. 
They do need outside financing right now. We have no 
way—people do not want transit companies in the United States on 
account of the risk, but let us take the Potomac Electric, which is a 
fine utility. As this population grows, et cetera, they will need tre- 
mendous amounts of money. They have in the past. People are go- 
ing to take a pretty good look if Congress says here, “We limit divi- 
dends to utilities in Washington.” 

Funds may not be available to this outstanding electric company. 
And so on down to the other utilities. 

That is my personal opinion. I may be wrong. 

Senator Case. That is true, but it is also true that dividend policies 
that give rise to a public demand that regulations be made lead in- 
evitably to restriction, and that there is a responsibility to establish 
dividend policies and to maintain them that prevents that kind of 
demand from arising. 

Senator Morse. May I say, also, most respectfully, Mr. Wolfson, 
that would apply to all public utilities that operate under the benefit 
of a franchise, and it would not result in preventing the distribution 
of fair dividends, but it would result in the prevention of a distribu- 
tion of dividends that would so deplete reserves that the Public 
Utilities Commission found that the public interest was not well 
served thereby. 

I need to check into the experience under the Illinois law, but I 
think it can be stated that the Illinois law has not worked to the great, 
detriment of getting investment capital in Illinois utilities. Of 
course, as Senator Case pointed out, you have your recourse to the 
courts, if the Public Utilities Commission acted capriciously, but it 
would be an expression on the part of Congress of a legislative deter- 
mination of whether the stockholders’ interest can be placed above a 
fair interest of workers. 

Senator McNamara has pointed out that we have the public interest 
to consider, too. I think too little attention is being given in this 
whole matter to that. We felt so at the time of the Payne hearings 
to the equiies of he riders in this District of Columbia. They have 
not anybody representing them very effectively. It is very easy to 
say we will pass the bill onto the riders. I do not think it is in the 
interest of the riders or of the company or of the public to follow that 
course of action. 

Mr. Wotrson. Excuse, me, are you saying, in other words, you are 
concurring in.my opinion that the Public Utilities Commission was 
NCC too, because they are not representing the public, you 
sa 

Sectiadd Morse. No, no. 

Mr. Wotrson. No one represents the public. The Public Utilities” 
Commission is supposed the represent the public. And I thought they 
were doing pretty good. 
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Senator Morse. I am talking about this matter of representing the 
public, when you take the position that you have to protect the stock- 
holders in all events, and that you ask the Public Utilities Commission 
to pass it. on to the riders. 

Mr. Woxirson. I misunderstood you. 

Senator Morss. I think I know your position, Mr. Wolfson, on this 
matter of submitting this dispute to arbitration. Do you take the 
same position that you took in 1953, that you are opposed to volun- 
tary arbitration in these public utility cases ? 

Mr. W OLFSON. I will go along, gentlemen, with the president of the 

company’s basis of refusing to accept arbitration. I think it is pretty 
hard to arbitrate—my personal opinion—when you have a public 
utility commission that ral control of the revenue and the earnings 
ofacompany. Itisalmost impossible to arbitrate. And I have to go 
along with the opinion of the president against arbitration. I am 
opposed to arbitration. 

Senator Morse. You do not think that if a board of arbitration 
handed down a decision containing recommendations for wage in- 
creases and improved working conditions and recommendations that 
the evidence presented to them indicated that the company was en- 
titled to favorable consideration in obtaining increased revenues, 
either from tax exemption or increases through fares or increase in 
fare rates, that the Publie Utilities Commission would not give very 
terre consideration to that recommendation ? 

Wotrson. No, they probably will, but I cannot take the re- 
sponibility of an arbitration board making commitments for the 
stockholders in this company. I just cannot never do it. 

Senator Morse. May I respectfully call your attention to the Rail- 
way Labor Act of 1926 under which we have what amounts to a form 
of voluntary arbitration? The parties in one step in that procedure 
submit their differences to a so-called Emergency Board appointed 
by the President, and a judicial case is made before this Board. They 
make recommendations. Their decisions have taken the position, 
and properly so, that the ability of the railroad to pay a fair and just 
wage is not a question that should be determinative on the Board in 
granting or not granting a wage increase. If they find that that is 
sufficient, they make a recommendation. 

The history is that the Interstate Commerce Commission then on 
petition duly presented by the railroads concerned have granted rate 
increases, but you take the position, apparently, because of this par- 
ticular Public Utilities Commission, that you do not like, that you 
would not get a fair deal from the Commission in respect to such 
a decision. 

Mr. Woxrrson. Maybe the Interstate Commerce Commission acted 
faster, and maybe they rendered a decision and gave the railroads 
relief. I do not know which particular case you are referring to, but 
the experience we had with the Public Utilities Commission, we can- 
not take that chance to wait 11 months or 12 months. 

Another thing on this limitation of dividends. I have always 
operated on the » assumption that I will accept what a man tells me 
is a fact. You gentlemen sit with me and say, that that is your 
opinion, you know that for a fact, I will accept it. When Lsit with 
people I accept anything they tell me. When Mr. McLaughlin and 
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Mr. Weston sat with several officers and myself of this corporation 
and asked us to reduce dividends to $1.20, we promised we would. 
They led us to believe that we could continue to pay $1.20. We 
accepted it on the basis of their word. 

I cannot continue to do business with people that do not remember— 
conveniently do not remember what they say. I have no confidence 
whatsoever in Commissioner Weston or ‘what he may say or what he 
has said in the past, nor will I ever have any confidence based on his 
violating confidence with us. 

Senator Morse. Do you not agree with me, Mr. Wolfson, that we 
certainly jeopardize the system of government by law if as a legisla- 
ture we proceeded to deny jurisdiction to a public utilities commission 
because simply some litigant is dissatisfied with the personnel of 
that body? 

Mr. Wotrson. No, but I believe I know you gentlemen represent all 
American people to the best of your ability. When you give your word 
you make a commitment, and you are going into negotiations, and 
that is just as good a commitment as a businessman’s. I never failed 
to fulfill my promise or word, regardless of what the penalty may 
be to me personally. I aceept people on the same basis. 

Maybe Mr. Weston does not realize what promises mean. We had 
sat and had a clear-cut understanding. His lack of memory—did 
not remember the understanding—it was clear in mind, and we had 
several people that recalled word for word the conversation. 

Now, under those circumstances, I do not mind sitting with people 
that say, “Here, I think that if you will stop dividends at $1.20, 
whatever it is, I am willing to recommend to our board of directors, 

“This is the dividend we expect to get. Let us go ahead and put on 
a limit.” 

So as long as I know the stockholders will get the dividend; we 
have stockholders’ money their invested capital. Under this setup, 
we do not know when we could pay dividends and what our earnings 
will be. 

I think it is too big a risk to go ahead and take the stockholders’ 
money and provide mass transportation to the city of Washington, 
when I say 90 percent of the stock is owned by people outside of the 
city of Washington that do not have any financial benefit by running 
a public service for W ashington. I do not think it is fair. . 

Senator Morse. I think that is a very interesting comment—90 per- 
cent of this stock is owned by people outside of Washington. 

Mr. Worrson. Outside of Washington. 

Senator Morse. Out of the District of Columbia. The workers are 
in the District of Columbia. The riders are in the District of Colum- 
bia. The public interests that are effected are in the District: of 
Columbia. 

Again, I go back to our difference. I think that there is something 
wrong with a financial policy that takes the position that the financial 
interests of these stockholders outside of the District of Columbia 
should be given such a dominant consideration that part of the money 
that would go to dividends cannot be set aside to meet a labor emer- 
gency until such time as the Public Utilities Commission can act. 

You go back to my Interstate Commerce Commission example. Of 
course, the Interstate Commerce Commission decision, some of those 
on rates, were temporary orders affecting only the recommendation 
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of the Emergency Board on the wage issue. It took some weeks, and 
sometimes months, to be perfected, but the objective was that the total 
revenue resulting from the final decision of the act would build up the 
revenues, so that the stockholders, in the last analysis, would not be 
jeopardized. 

I respectfully submit that is true here. 

Mr. Woxrson. But, Senator—excuse me. 

Senator Morse. Excuse me just a moment. 

The fact that you do not like some people on this Public Utilities 
Commission, I think puts the Congress in the position where we must 
protect this judicial process from dissatisfied litigants until the case 
can be made before the appointed authorities, or the removing author- 
ities, to substantiate the charge that they are incompetent to render 
justice. Certainly we cannot take the position that we should proceed 
now to adopt some legislation that interferes with the judicial process 
of the Commission just because the Capital Transit Co. officials have 
lost confidence in somebody in that Commission. 

If we ever started doing that with the courts of America, every dis- 
gruntled litigant who did not like some judge would have a chance of 
removing the judge, or at least removing him from jurisdiction. If 
so, what would happen to the system of government by law # 

I think, and I say this good naturedly, you ought to follow this 
judicial course of action and your stockholders ought to take that 
risk; and I think you and they would be very much surprised, but 
there is nothing else that I can say. 

Mr. Wotrson. Senator, I would like to make this clear. I refer to 
a former Commissioner and a present Commission. Everything I 
have heard about the Chairman, Mr. Hayes of this Commission, is 
fair; a man with a lot of ability. He has not been on the Commission 
long enough to work with us. We have not seen him in action, but 
I have a lot of respect for Mr. Hayes, from what I have heard. 

General Lane—I have sat with General Lane. Heisafairman. I 
believe he will do what he thinks is right for the interests of the public, 
and all concerned. _ 

The only bone of contention is I have based on facts and based on 
negotiations and based on actual facts that have taken place between 
Commission Weston and Commissioner McLaughlin, when I made 
that statement. 

You mentioned the Interstate Commerce Commission. Is it not 
true that the Interstate Commerce Commission, without having hear- 
ings, have put in temporary rates in effect, in emergencies ! 

Senator Morse. Not withiintherss 

Mr. Woxrson. Interim ? 

Senator Morse. Not without hearings—not. without detailed hear- 
ings that go into all of the questions that would be involved in a rate 
increase—only hearings that deal with rate increases that might be 
justified for the wage increases allowed by the Emergency Board. 

Mr. Wotrson. But they put it in effect, the interim rate. 

Senator Morsr. An interim rate, that is right. 

Mr. Woxtrson. Without going through the hearing. 

Senator Morse, I think you will find that they will tell you that 
hearings would justify the increase. 

Mr. Woxirson. Well, Senator-—— 
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Senator Morse. Maybe they had hearings that consisted only of a 
study of the reports that were made before the Emergency Board. 
| know something about. that, because I was involved in one of these 
Emergency Boards. We submitted our data to the Interstate Com- 
merce Commission, in 1941. 

Mr. Woxrson. I would like to tell you and the chairman and Sena- 
tor Case that I know this is a problem. I know that I am willing to 
do anything I possibly can. I know that Capital Transit board is 
willing to do anything. 

Any suggestions that you have, if we could see our way clear, if it 
can be done, and still keep faith with our stockholders, we are willing 
to do anything. We know the best thing to do is to get these buses 
running, even if it is temporarily, and to give us an opportunity to go 
ahead and do so. 

Senator Morse. I have exhausted my suggestions, because you and 
I do not agree on any of mine. My No. 1 is—— 

Mr. Woirson. You may be 100 percent right. 

Senator Morse. I do not know whether I am or not. I think the 
No. 1 is voluntary arbitration. I think that is No. 1. 

I think No. 2 is that you ought to proceed to grant what you think 
is a fair wage to these workers, because you seem to be in agreement 
that they are entitled to something, and to take it for a temporary 
period out of your reserves until such time as you can complete your 
case before the Public Utilities Commission, because I think the work- 
ers are entitled to that wage increase. 

Third, I do not accept the notion that the Public Utilities Commis- 
sion should order a fare increase here until a record is made that justi- 
fies the fare increase. However, I think everything should be done 
to find the source of revenue for you, short of a fare increase. 

I happen to think it is probably in the best interests of your 
company. 

I have two other very brief items. 

Mr. Woxrson. I will acecept—if I owned this company myself— 
with four other individuals on it with me, I would not say arbitra- 
tion—I will say that we would put a wage increase in effect and then 
worry about trying to get a rate increase. I do not own it myself, so 
it cannot be done. 

Senator McNamara. You cannot do it because your board of direc- 
tors are not in agreement with you on your theory; is that right? 

Mr. Wotrson. We have 2,200 stockholders. 

Senator McNamara. That implies that you would have to hold 
a convention of the stockholders to get action ? 

Mr. Woxrson. No; no, sir. 

Senator McNamara. What does it mean ? 

Mr. Wotrson. The board of directors take an action—their 
action 

Senator McNamara. What does it mean ? 

Mr. Woxtrson. We will have to have a rate increase before we give 
any wage increase. 

Senator McNamara. That is answering my second question. 

Senator Case. I wonder if that really follows. You are losing 
money every day now; are you not? 

Mr. Wotrson. Yes, sir. 
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Senator Case. Have you any idea how much your overhead is, 
without revenue ¢ 

Mr. Wotrson. Well, we have Mr. Broadwater, and I think I could 
get the figure from him. 

What is the estimated amount ? 

Mr. Broapwater. That depends entirely on what action we take 
with respect to items of our overhead. We have taken no action on 
it up to the present time, with the hope that the strike would be 
over the next day, and therefore we have taken no drastic action. 

Senator Case. What would you say the present rate of overhead is? 

Mr. Broapwarer. We do not have any fixed rate of overhead. I 
will tell you our labor cost is about 70 percent of our total operating 
‘ost. What the other items, electricity and things of that nature, 
supplies and tools and stuff, I do not have that. 

Senator Case. But you do have a substantial expense that is going 
on right now ? 

Mr. Broapwarter. Yes. 

Senator Case. What would you say it was, roughly ¢ 

Mr. Broapwater. I have not made any calculations, 

Senator Case. Could you go off by yourself and come back in 1 
minute with a calculation ? 

Mr. Broapwater. No,sir. I do not make those kind of calculations. 

Senator Caspr. It is thousands of dollars a day? 

Mr. Broapwater. I am not the Public Utilities Commission. 

Senator Case. It is thousands of dollars a day—it is a substantial 
amount of money ? 

Mr. Broapwarter. Qh, yes; it amounts 

Senator Case. I am just suggesting that maybe that fact does give 
you a chance to consider whether in the interests of the stockholders 
a settlement of this strike is not in order, because surely no one is bene- 
fiting—even the stockholders are not benefiting—if this present situa- 
tion goes on, and the lag right now seems to me a very serious one 
from the point of view of the stockholders, and the question of whether 
management is competently protecting their interest. 

Senator McNamara. Is there anything further? Are you through, 
Senator Case ¢ 

Senator Case. The figures can be determined. 

Mr. BroapwaTer. Do you want me to reply to that? 

Senator Case. I raised this largely for your consideration, that 
you might want to look at it yourself. 

Mr. Broapwarer. I would like to point out to you all of these 
things you are speaking of were considered prior to June 30. Our 
action was based after considering the entire picture June 30. 

Senator Morse. Senator Case’s point is that the stockholders are 
really losing thousands of dollars each day. 

Senator Case. This might afford a basis for a temporary adjust- 
ment, pending an application for a fare increase. 

Senator Morse. And give some consideration to the amount of 
money that they are losing to offset against my proposal that the 
money ought to be taken out of reserves for a temporary period of 
time, so that the wage increases can be paid and the Public Utilities 
Commission can act. 

Is that not your position ? 

Senator Casr. I think you stated it better than I could. 
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Senator Morsr. I want you to explain to me again this proposal of 
yours to have four other investors come forward and put money on the 
line for the purchase of what block of stock ? 

Mr. Woxtrson. You have 960,000 shares of stock outstanding. Iam 
willing to join four other individuals here in Washington- the -y have 
to be local citizens—I will invest up to 20 percent—I will invest 20 
percent, so I will have 192,000 shares of stock, and since I now own, 
with my children and wife, about 50, I will add 142,000 shares of 
stock to my holdings, in round figures. Each one of these individuals 
will buy 192,000 shares. We take all of the stockholders out of this 
company. Iam willing to pay from $12 to $15 a share, and I believe 
that if the stockholders, the remaining stockholders in the company, 
know that we are setting a policy that no dividends will be declared 
for 5 years, they will tender their stock. For a period of a minimum 
of 5 years no dividends will be declared. I will not be on the board 
of directors. 

Let these four men—and I will provide seats—I will ask my brother 
to resign—I will ask others to resign—let them replace them on the 
present board of directors—let them go ahead a render transit 
facilities for the interest of the public. And I am for them. 

Senator Morse. What pene would they pay / 

Mr. Wo rson. $12 to $13, because we have had offers given us per- 
sonally on the basis of $19, ot I do not think $12 could get this stock. 
I am willing to pay, to invest on my basis, up to $15 with the under- 
standing that the stockholders know what arrangements we have, that 
no dividends will be paid for 5 years. 

I believe they will tender the stock from $12 to $15. That is my 
personal opinion. 

Senator Morse. Would that not be a very quick and effective way of 
liquidating the company / 

Mr. WoxtFson. How would it be liquidated ? 

Senator Morse. You certainly relieve the financial holdings of all 
of the other stockholders except yourself? 

Mr. Wotrson. Well, I am adding 142,000 shares. I am not reliev- 
ing. Lam relieving 2,200 stockholders from not getting dividends and 
saying that they do not want any part of this setup. No one will 
invest. money without dividends. 

Senator Morse. In view of the dividends that have already been 
paid, would not your associates be pretty well paid off under that 
arrangement, and the loss to you would be comparatively little? 

Mr. Woxrson. The loss to me could be great if I do not get any 
return and I invest on the basis of about $2 million additional money 
in here and take no active part. No, I do not get any dividends. The 
company could go out of business and I lose $2 million additional of 
my money, and I cannot talk for my associates. 

Senator Morse. You still have the liquidation value of the company 
at the end of 5 years against the investment, but the present stock- 
holders would get. out of it with substantial money in their pockets. 

Mr. Wourson. I think that is my duty and responsibility if people 
have 100 shares of stock, 200 shares of stock, I do not think that they 
ought to enter into a program like this, and I do not think that I 
should expect them to, but I think 
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Senator McNamara. Gentlemen, if the Chair can interrupt, I see 
no point in burdening the record with this conversation, because we 
are dealing with a fantastic situation. 

Senator Morse. Mr. Wolfson does not think it is fantastic. 

Senator McNamara. I am expressing the opinion of the Chair. 

Senator Morse. He is offering the proposal. 

Mr. Worrson. I do not see why it is so fantastic. Some outstanding 
businessmen seem to be concerned over this, and they are getting bene- 
fits out of mass transportation every day. 

Senator McNamara. The Chair is of the opinion it is fantastic, 
because you preface every statement with “if, if, if, if.” 

Now look, we do have some facts here. We are interested in getting 
this transportation system back in operation. I have no objecion to 
continuing, but I want to point out that it is a case of burdening the 
record with a lot of things that are not making any contribution. 

Mr. Wouxrson. If you gentlemen could provide four individuals, 
they do not have to be—— 

Senator McNamara. Let us continue. 

Senator Morse. I am through with this. This is your proposal, one 
of your proposals for a solution of this problem, is it not? 

Mr. Wotrson. It is one of the proposals where dividends would not 
be a problem for 5 years. 

Senator Morse. How do you reconcile it with your previous testi- 
mony that you think stockholders ought to get dividends? 

Mr. Worrson. Well then, I will be an individual stockholder. These 
four local people, civic leaders, will know that they are coming into 
this thing on the basis for 5 years of no dividends. 

Senator Morse. Do all of the earnings of the company during that 
5-year period get distributed by way of lower fares and improvement 
in labor wages ¢ 

Mr. Woxrrson. We will go right on the basis of building up any 
reserve we can—go ahead and distribute part of it to labor—we will 
build up the cash reserve as much as we can, but still for the right that 
we are entitled to affair return on the rate basis. 

Senator Morse. In your discussion of your work as chairman of the 
board of directors, Mr. Broadwater testified the other day that you 
received an expense allowance of $2,000 a month for your work as 
chairman of the board of directors. Is that a correct figure? 

Mr. Wotrson. Yes, sir. 

Senator Morse. That is around—that means that is a stipulated sum 
for expense ? 

Mr. Worrson. Yes, each month. 

Senator Morse. Do you collect $2,000 whether you attend the board 
meetings or not? 

Mr. Wotrson. Yes, sir. 

Senator Morse. Is it in effect then a salary? 

Mr. Wo trson. No, sir, it is expense allowance, and I have to put 
expense vouchers in. My auditor arrived at $2,000 a month, the time 
that I have given out of all of my activities is worth $2, 000 a month 
to the Capital Transit. He allocated $2,000. When I come into 
Washington my vouchers have to cover the $2,000. If it fails to 
cover the $2,000 they pick up ordinary income which I pay taxes 
on. My auditor allocated the $2,000 to Capital Transit, ad. “that 
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you put in enough time for the amount of income you get $2,000 a 
month fair computation.’ 

Senator Morse. Any failure to show at the end of the month an 
actual expense of $2,000 results in the difference being lifted on your 
income-tax return as income? 

Mr. Wotrson. As income; yes. 

Senator Morse. During the last month your expenses have been 
$9 000, 

Mr. Wotrson. No. Some months it goes a great deal more. You 
see, this covers my traveling, long distance calls. I charge the com- 
pany nothing. This $2,000 covers all expenses. 

Senator Morse. Mr. Broadwater testified the other day when we 
asked him what your duty as chairman of the board of directors is, 
is that your duty was to preside at the board of directors meeting. 
That is a fair paraphrasing. Is that your conception of it? 

Mr. Wotrson. That is part of my duty. I handle other matters 
over the period of years during my time of being chairman of this 
corporation. 

Senator Morse. I recollect that at the time in 1953 when you were 
receiving a salary, I think you testified of-—— 

Mr. Woxrson. $40,000. 

Senator Morse. $40,000 a year, and participiated in a great deal 
of managerial direction, you testified, but since then you have fore- 
gone the $40,000 salar v; "and you now get $24,000 expense allowance, 
if you spend that amount for expenses. 

What do you do over and above presiding at the meetings of the 
board of directors to receive that $24,000? 

Mr. Wo.trson. Well, my time has been anaar within the last 6 
months or a year, so far as the time I give Capital Transit, but I am 
available to Mr. Broadwater on any ‘and all matters. Mr. Broad- 
water has been in constant touch with me on many things. Before 
he purchases new equipment we discuss the possibilities of new 
equipment—just any operation that he thinks that I could be of any 
help—any financing, any banking—we are in discussion on those 
matters. So I am available to Mr. Broadwater at his beck and call. 

Senator Morse. Assuming a hypothetical situation, assuming you 
are about to purchase six buses, and Mr. Broadwater thought you 
ought to pure deni them from X Co. and you preferred Y Co., would 
you accept Mr. Broadwater’s recommendation ? 

Mr. Woxrson. I never get into that. Whatever the management 
of the company wants, what type of buses they want, that is entirely 
up to them, but we have to know what allocations they need. If 
they want an allocation of $500,000 I have to know about that kind of 
expenditure. And we have to approve and allocate it. That is as far 
asI go. So far as allocations. 

Senator Morse. But as the chairman of the board of directors you 
do not eave Mr. Broadwater in any so-called managerial policies of 
the com pany ¢ 

Mr. Woxtrson. How to operate? No, sir. 

Senator Morse. It has beet said, and I think that you ought to 
have an opportunity to answer it—I gave Mr. Broadwater the oppor- | 
tunity the other day—it has been said that when you purchased—your 
group purchased the company in 1949 and it was for the purpose of 
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getting as much dividend return out of it as you could by way of de- 
plei ting the reserves, and then disposing of it, preferably to the District 
of Columbia. Is there any basis in fact to that charge? 

Mr. Woxrson. Well, I have been hearing that particularly from this 
so-called morning newspaper that I referred to. I think it is the 
worst thing for this community to ever have a transit authority. 1] 
think privately owned transit companies will be the lowest fares and 
will cost the public less. I have advocated that. I will continue to 
advocate free enterprise. And regardless of what you may hear, | 
am going on record saying that I am opposed, and I think it is against 
the public interests to have anything except a privately owned transit. 

Senator Morse. A privately owned transit. I think I am against 
having anything but private enterprise if they supply them with 
service. If they cannot, the service has to be supplied with public 
enterprise. That ought to be insisted wpon so long as service can be 
rendered. 

What are the duties of Mr. Giddings, vice president of the com- 
pany ¢ 

Mr. Woirson. He have many duties. He handles all public rela- 
tions. He handles practically everything and anything that comes 
up. Ihave Mr. Giddings here, and if you want Mr. Giddings to out- 
line his duties. 

Senator Morse. I want you as chairman of the board of directors 
to tell me what his duties are. He participates in consultations on 
the formation of policy; does he? 

Mr. Woreson. Mr. Giddings is a director of the corporation, too, 
sir. He is in policy matters. 

Senator Morsr. As well as vice president ? 

Mr. Wotrson. Yes,sir. Mr. Giddings works under the jurisdiction 
of the president of the corporation in operations every day. I would 
not know his daily duties and functions, but I know there is not enough 
hours in the day to handle the work he has to do. 

Senator Morse. Am I correct in my understanding that you believe 
that the stockholders of the corporation ought to have procedures 
whereby their desires in regard to the policy of the corporation at 
least can be thoroughly considered by the board of directors ? 

Mr. Wotrson. I’m sorry. I will ask you to repeat that question. 

Senator Morsr. My understanding is that as a financier you believe 
that the stockholders of the corporation ought to have procedures 
whereby their wishes in regard to managerial policy can be considered 
in giving due regard by the board of directors? 

Mr. Wourson. No, sir; I cannot go along on that, because many 
corporations have fifty, one hundred thousand stoc kholders, and you 
would have fifty or one hundred thousand differences of opinion so 
far as management. They elect the directors of the corporation. 
And if they are not satisfied 1 would believe in corporate democracy 
each year, let the stockholders elect. whom they want to represent them, 
but I believe that policy should be set up by the board of directors who 
manage this company. 

Senator Morse. You believe that it is the stockholders that ought to 
have an opportunity to manifest their desires in the policy of the com- 


pany by some voting system, such as the proxy system; do you not? 
Mr. Wo.rson. Yes, sir. 
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Senator Morse. That was really the basis of your reason to partici- 
pate as you did in the Montgomery Ward matter? 

Mr. Woxrson. Elimination of the stagger system, which I thought 
was undemocratic. 

Senator Morse. Now are you satisfied in your own mind that the 
thousands of stockholders about whom you have talked this afternoon, 
9) percent of whom you say live outside the District of Columbia, 
believe that your board of directors is following a sound course of 

action in this case by refusing to use any reserves for increasing wages ? 

Mr. Woxrson. I did not say, Senator, unless you misunderstood me, 
i said 90 percent of the stock is owned outside of the District, you see, 
not the number of stockholders—I have not got that record, I know 
of 960,000 shares, 750,000 or more are outside the District. 

Senator Morse. | will accept that correction. I did say 90 percent 
of the stockholders, but 90 percent of the stock is owned by individuals 

outside of the District ? 

Mr. Wotrson. Yes, 

Senator Morse. Representing how many total stockholders? 

Mr. Wotrson. I think we have 2,200. I have not got a breakdown 
but I can give this committee a breakdown of how many in the District 
and how many by each State we have. 

Senator Morse. Do you think a referendum of those 2,200 stock- 
holders might show approval of the policy that you have enunciated ? 

Mr. Wourson. I would not known, Senator. We won’t know until 
the next annual meeting and then we will see if they are satisfied. 

Senator Morse. Well, Mr. Chairman, for now these are all my 
questions except to say that I think we have demonstrated here this 
afternoon democracy put to work. It shows at least how men can 
exchange points of view when we get together, and I want to say, 
Mr. Wolfson, that I disagree with you on three major points and, for 
whatever my opinions are worth, I hope you will reflect over them. 

Number one, I think you owe it to your stockholders to exercise 
greater influence and authority as chairman of the board of directors. 
I think the chairman of the board of directors should not turn to the 
president of the company, as I think you have testified, in effect, you 
have really, the complete say-so as to how an emergency like this is to 
be settled. I think you should recognize that these men really believe 
that if they could sit down with you and thrash this thing out, you 
could reach some procedure for a settlement of this dispute. I re- 
spectfully say I think you ought to have met with Mr. Bierwagen long 
before this to that end. 

Secondly, of course, you and I disagree in regard to your financial 
policy concerning reserves. I think that one of the purposes of the 
reserve is not only to pay dividends to you but also to meet emergency 
situations such as labor conditions. Every American employer today 

can be charged with the knowledge that with changing economic con- 
ditions you are going to have labor problems, and I think you have 
to keep in hock, so to speak, a reserve in order to meet those problems 
as they arise and then make use of the tribunals that are set up under 
the law in regulated industries to get additional revenue if you can 
show that on the facts you are entitled to them. 

And in the third case, as I said at the beginning, I certainly disagree 
with the entire introduction of your statement here this afternoon as 
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a reflection upon this committee, because I am proud that the com- 
mittee can stand on its record of assistance. In view of the fact that 
we could not find out where you were, we had to subpena you and bring 
you forth. We have not done it on a personal basis, but only because 
we think that our jurisdictional authority should be exercised. As I 
said to Mr. Broadwater the other day, I disagree with him on some 
things, but I want to say that I respect and appreciate the attiude 
that you have taken here this afternoon in your answers to our ques- 
tions, many of which answers the record will show I do not agree with. 
But they are certainly your point of view, and no one in the Senate 
will fight harder to protect your right to present your point of view 
as you presented them this afternoon. 

Mr. Wotrson. Thank you. I respect your opinion, Senator. 

Senator McNamara. Mr. Wolfson, it has been suggested that we 
havea 10-minute recess. Do you have any objection ? 

Mr. Wotrson. No, sir. 

Senator McNamara. Without objection there will be included in 
the record a summary of earnings of Capital Transit Co. for the years 
1940 through the first 5 months of 1955. 


Capital Transit Co—Summary of earnings and dividends 





Tet earnings Dividends 
| a Seton Be Dividends | per share 
PUC paid ($100 par 

: | basis) 


i 


100... .ctinX ; Pre i Serres) oe ee ee $872, 082 $240, 000 | 
1941 a shinies cgi eeereiict hens aaa ietin eile , 209, 969 300, 000 | 
1942 LCRA ALE Ati. . 717, 188 | 420, 000 | 
1943 ‘ ae sini si edit } , 508, 844 | 480, 000 | 
1944 eek * , 534, 920 | 480, 000 
1945 Penk -bp see , , 317, 958 | 480, 000 | 
1946____. Meee ; 5 callow ae oie 965, 854 | 480,000 | 
1947_. UME TT k ; (93, 416) | 480, 000 | 
1948 aiid all asl Oe A 396, 315 120, 000 | 
1949 : : : balan enalieiatet a f 325, 816 480, 000 | 
1950_..... . . 878, 274 | 720, 000 
1951_. an anal one nliat , 413, 250 | 960, 000 | 
WNBA Le odd L SURREAL tS) BG 046,389 | 3,744,000 
ee ek ee Se ; R97, 461 | 1, 536, 000 | 
1954 Sabian tkateeetcbusatoesieheet bas twice -| 754, 898 "4576, 00 | 


1955 (5 months).-......-....--.--- , 421, 237 4 576, 000 


1 Includes dividend represented by distribution of nonoperating property at book value of $292,868, or 
$1.22 per share. 
2 Includes dividend for 2d quarter of 1955, payable July 1, 1955, of $288,000, or $1.20 per share. 


Senator McNamara. I declare a 10-minute recess. 

(There was a 10-minute recess. ) 

Senator McNamara. May we have a little order so we can proceed 
with the hearing of the subcommittee. 

The subcommittee is fortunate to have with us our boss today, Sen- 
ator Neely. Senator Neely is chairman of the District Committee. 
We have to report our findings to his committee, and they in turn act 
on the findings of the subcommittee and transmit them, or not, to the 
Senate. I guess nearly everybody here knows Senator Neely, who 
is sitting here on my right. He has indicated he thinks it will be help- 
ful to the District Committee if he were to ask a few questions of 
the witness, and if there is no objection at this time, Senator, I will 
proceed in that manner. 
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Senator Nrety. Thank you, Mr. Chairman. Please let me apolo- 
getically correct your statement that I think it will be helpful to the 
committee for me to ask a few questions. At the moment my most 
optimistic sensation is one of hope and not of confidence or belief. 
Upon the assumption that the subcommittee’s habitual generosity will 
impel it to accept the foregoing statement as a sufficient disclaimer 
of any presumption on my part, I shall, if there is no objection, imme- 
diately proceed to question the witness. 

Mr. Wolfson, when did you first learn of the demand of your 
employees for an increase of their compensation and fringe benefits ? 

Mr. Woxtrson. Senator, I would say we started negotiations 60 days 
prior to June 30 and I could have known it within a month after the 
negotiations started. So 1 would say sometime in May I could have 
known. 

Senator Neery. Is it a fact that the employees’ request was made in 
April? 

Mr. Wo rrson. Yes, sir; that is when negotiations started. 

Senator Neety. When you heard of the demand, were you of the 
opinion that the employees were entitled to additional compensation ? 

Mr. Woxrson. Yes; I have always felt that way. 

Senator Neeiy. And you still feel that way about it? 

Mr. Wourson. Yes, sir. 

Senator Nrety. After you learned of the demand, what, if any, 
effort did your company make to negotiate a settlement with the 
employees ¢ 

Mr. Wotrson. Well, I did not sit in the negotiations and a report 
was given to the board of directors by our president advising the 
board that he was not getting anyplace in the negotiations because 
he has nothing to give, so we did not get any details telling us day by 
day of his negotiations. 

Senator Nrety. You ignored the request and did not attempt to 
make an adjustment or satisfy the employees’ demands ¢ 

Mr. Wourson. No. I believe that the negotiations took place along 
the lines that we were willing to go ahead and give them some increase 
in wages provided we get an increase in rate. I think that approach 
was used in the negotiations. 

Senator Negty. Do you believe in the principle of collective bargain- 
ing by capital and labor ? 

Mr. Wotrson. Absolutely. I think it is one of the greatest things 
in this country. 

Senator Nee.y. And you do really believe in it? 

Mr. Wotrson. Yes, sir. 

Senator Nesey. Do you believe in cases in which it fails that arbi- 
tration by unbiased arbitrators should be attempted ¢ 

Mr. Woxrson. No, sir; not in a public utility where we have no 
control over the revenue or the profits. 

Senator Negty. You say that you had nothing that you could give 
the employees. Do you believe that they have received their share 
of the profits the company has made during the period of your control ¢ 

Mr. Wotrson. Yes, sir; I believe they oe ave in the past. 

Senator Nerry. Is it a fact that you are receiving from the company 
an expense allowance of $2,000 a month ¢ 
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Mr. Wotrson. Yes, sir. 

Senator Neety. That is $24,000 a year? 

Mr. Woxrson. Yes, sir. 

Senator Neety. In other words, your expense allowance is $1,500 
a year more than any member of the President’s Cabinet receives for 
his service to the Government ? 

Mr. Woxrson. Sir, I do not know what the Cabinet officers receive. 

Senator Neety. The salary of a member of the Cabinet is $22,500 a 
year. The Members of the United States Senate and of the House 
of Representatives each receive for their service $22,500 a year, or $125 
a month less than you receive for expenses alone. 

Mr. Wotrson. They are underpaid; they are not getting enough. 

Senator Neery. If you had been in Congress, you doubtless would 
have voted for the 50-percent increase in salary which the Members 
recently granted themselves. 1 did not vote for that measure because 
I believed that some of the Members were already receiving as much 
as their services were worth. 

In view of your statement to the effect that your company has 
nothing with which to increase the compensation of its employees, 
may 1 not inquire whether you have thought of economizing by 
reducing the salaries and allowances of the company’s officials 

Mr. Wourson. Yes, sir. That will probably take place pretty 
shortly if this strike continues, and our record since we have come 
in here in 1949 certainly shows a tremendous amount of economies 
put into effect in this company. 

Senator Neety. What is the present average fare paid by passengers 
on your streetcars and buses? 

Mr. Woxrson. | do not know. 

I could find out. 

Senator Nrgevy. Will some other company official present answer 
the question ¢ 

Mr. Wotrson. It is 15.6 cents. 

Senator Neety. How many passengers did your company carry 
last year ¢ 

Mr. Wotrson. 217 million. 

Senator Nee.ty. Have you ever considered how many fares your 
company must collect in order to pay your expenses of $24,000 a year ? 

Mr. Woxrson. No, sir; I have never given that any consideration. 

Senator Nee.y. According to the information just recorded, your 
yearly expense allowance is costing your company the equivalent of 
more than 153,800 fares. Do you not think that this allowance 
could appropriately be reduced ? 

Mr. Wourson. Yes, sir; no question about it. It could be discon- 
tinued entirely, and I think that if this strike goes on it will be 
discontinued. 

Senator Negxy. Is it a fact that your operators, on the average, 
receive about $300 a month ? 

Mr. Woirson. Yes, sir. I would say that is approximately correct. 

Senator NeeLy. Do you realize that these operators have no expense 
allowance; that many of them have families dependent upon them; 
and that each of them has to work.6 months ont 20 days in order to 
“arn as much as you are allowed for your expenses for 1 month? And 
if you have realized these facts, have you found them to be com- 
mensurate with justice according to your arithmetic? 





CAPITAL TRANSIT CO. MATTERS 157 


Mr. Wotrson. Well, Senator, I think the average is around $4,100 
a year, is the average total annual salary of an ope rator. Now I think 
that under the American system of democracy, I cannot make that 
comparison saying that a man earns $4,100 and another man earns 
$500,000. It all depends on what line of business he is in, what his 
duties and reoponalbtlitine are, what is his capital investment, and 
what is his value to a cor poration. 

Senator Nery. In this case, do you not think that compensation 
should be in accordance with the service for which it is paid? 

Mr. Wotrson. Yes, sir; I think that fits in, too; yes, sir. 

Senator Neery. You admit that the Transit Co.’s employees are 
loyal and deserving ? 

‘Mr. WoxFson. In my opinion, I think they are the best in the coun- 
try in the transit field. 

Senator Nreiy. Let me, as one of the Transit Co.’s most inveterate 
car-riding patrons, join in your eulogy of your employees. 

It is my hope that you will promptly demonstrate your interest in 
them by granting an adequate increase in their compensation, and 
thereby render it “possible for the Trinsit Co.’s service to be resumed 
without delay. In my opinion, if your company’s spokesmen had in 
April, May, or June sat down with your employees and had, in good 
faith, ‘fully utilized the principles of collective bargaining, the present 
strike would have been averted; and a million riders of the company’s 

cars and buses would have escaped unspeakable inconvenience. 

Mr. Wolfson, it is my sincere belief that if you, fer your company, 
and Mr. Bierwagen, for its employees, will after the : adjournment of 
this meeting, by friendly negotiations, settle your labor dispute and 
restore car and bus service to the distressed people of the District, 
you will thereby help to render a public service for which multitudes 
will gratefully remember you and warmly praise you long after your 
amazing monetary success has been forgotten, and the saga of your 
dazzling rise to Napoleonic financial power has become 

“To dumb forgetfulness a prey.” 

Mr. Woxrson. Senator, I could tell you that I was very much im- 
pressed with your statement. You are a very fair man. In fact, 
I have a lot of respect for you in following your career over a period 
of years. I cannot under any circumstances sit with Mr. Bierwagen 
as long as the president of this corporation says that he is handling 
the matter and the board of directors delegated responsibility in the 
president. I cannot add anything to it. 

I could tell you this, that I think the president of this company 
with our negotiating committee should sit all day and all night trying 
to find some solution. Any solution they find T am for, and I hope 
that they find some solution and give these men some increase, but I 
cannot accept responsibility to sit in unless Mr. Broadwater thinks 
I can render any service and I do not see how I could render any 
service. 

Senator Negty. Thank you, Mr. Wolfson, for your more than gen- 
erous remarks, 

It would be impossible for me to believe that you could not render 
invaluable service in this case. You, of course, have not failed to 
consider that impairment of your investment will inevitably go hand- 

65386—55——11 : 
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in-hand with the suffering of your employees during the continuation 
of the strike ¢ 

Mr. Woxrrson. Yes, sir; I have given a lot of consideration to it. 

Senator Neevy. And the loss which every stockholder in your com- 
pany will suffer? 

Mr. Worrson. That is right. 

Senator Neevy. Let me venture the opinion that if the strike were 
settled and operations resumed, the Commissioners of the District, the 
itilities Commission, and the Congress would diligently cooperate in 
doing justice to all concerned. 

Mr. Chairman, please let me thank you and the other members of 
your subcommittee for permitting me to participate in your meeting, 
and Mr. Wolfson for submitting to my cross-examination this after- 
noon. 

Mr. Wourson. Thank you very much, Senator. 

Senator McNamara. Thank you, Senator Neely. 

All I can do is underline the hope we will rapidly get the strike 
settled. 


STATEMENTS OF SAMUEL SPENCER AND ROBERT E. McLAUGHLIN, 
COMMISSIONERS OF THE DISTRICT OF COLUMBIA 


Senator McNamara, My purpose in inviting the District Com- 
missioners was twofold: So you would know what is developing and 
also to ask you to report to the subeommittee if there are any new 
developments since the last time you gave testimony that is on the 
record. 

Mr. Spencer. Mr. Chairman, we have had meetings with the com- 
pany officials and with the union officials since last Friday, I guess 
it was when we reported to you before. We had a long meeting 
on Saturday morning with the union officials and went into various 
aspects of the demand that they were making on the company, and 
then after that we had a meeting with Mr. Broadwater and the com- 
pany officials with respect to what position they might be ready to 
take with respect to the demands. Then the Federal mediators had 
a long meeting that afternoon with both company and union officials 
and I think there was also a meeting on Sunday between the Federal 
mediators and some of the union and company officials. We felt 
that we were making some progress although there had been no 
commitment on anybody’s part as to any definite offer or counter- 
offer. However, the talks were going on and I think we got down 
to more specific items of demands and what they would cost, “et cetera, 
than had been done previously. 

Yesterday, as I understood it, the company was working on getting 
up figures as to what they thought some of these demands with 
respect to working conditions, et cetera, would amount to, and I 
think that is about where the thing stands now. There was no meeting 
yesterday, as I understand it, between the mediators and company and 
union officials. 

Senator McNamara. And it is fair to say that you are making a 
little progress ? 7 

Mr. Spencer. I think that is perhaps it. 
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Senator McNamara. All right. We cannot help but. note that de- 
spite the inconvenience of not having a mass transportation system 
that you are doing a good job in getting the cooperation of various 
agencies of the District, the police department and others, to the 
extent that you have been keeping traffic moving, and I think that 

. little commendation and recognition of that is in order and I am 
ol ud to express it to you for the subcommittee. 

Commissioner McLaughlin, do you have anything to report? 

Mr. McLauGuHian. Mr. Chairman, I answered or “spoke to some of 
the remarks of Mr. Broadwater the other day when he appeared, 
and I think the only thing in addition that I would like to say today 
would come from the suggestion, rather plan, theoretically made by 
Mr. Wolfson that the Public Utilities Commission had approved 
a dividend rate of $1.20 a year. That is not true with respect to 
present rates or future rates. I just want to make that clear. 

It goes back to the memorandum of understanding which we had 
with the company, that is, the Public Utilities Commission of which 
[ was then chairman, had with the company in August of 1954, under 
which the company, and I will submit this for the record, the com- 
pany reduced its quarterly dividend rate from 40 cents to 20 cents 
for 2 quarters with the understanding that in the third quarter, that 
being the first quarter of 1955, it would be increased to 30 cents. 
There was no understanding at all beyond that time and in para- 
graph 1 making that provision there is the sentence— 


The Commission takes no position as to the availability of cash for these 
dividends. 


Now further on at the end of paragraph 2 


The company will be permitted to use its earned surplus, to the extent that 
it becomes necessary, to pay the dividends mentioned in paragraph 1. The 
Commission, in accordance with its statutory duties, will continuously consider 
the source and availability of cash for the payment of future dividends in the 
light of conditions then obtaining. 


I just wanted to call that to attention since it is on the record 
and there is an implication that the Public Utilities Commission has 
approved a continuing dividend rate of $1.20, that there was no 
understanding with the Commission at all beyond the first quarter 
of this year 

May I submit this for the record ? 

Senator McNamara. The document will be included in the record. 

(The document referred to is as follows :) 


MEMORANDUM OF UNDERSTANDING BETWEEN CAPITAL TRANSIT Co. AND THE PUBLIC 
UTILITIES COMMISSION OF THE District or COLUMBIA, AUGUST 6, 1954 


After several meetings between the members of the Public Utilities Commission 
and officials of the Capital Transit Co., the following understandings were arrived 
at: 

1. The first two quarterly dividends for the year 1954, at the rate of 40 cents 
per share, will be released. For the balance of the year 1954, management will 
recommend to the board of directors that dividends be declared at the rate of not 
more than 20 cents per share per quarter. It likewise will recommend that 
the first dividend in 1955 be not more than 30 cents per share. The Commis- 
sion takes no position as to the availability of cash for these dividends. 

2. In view of the fact that the Public Utilities Commission has claimed that its 
investigation under order No. 4060 has disclosed an accrued deficiency in the 
company’s depreciation reserve of $2,400,000, as computed on a “straight-line” 
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basis, the company, at the annual meeting of stockholders in April 1955, will 
submit to the stockholders and support an amendment to its charter to change 
the book value of its stock. If the management’s recommendation is followed 
and the change in the book value of the stock is voted so as to create a capital 
surplus of $2,400,000, this amount will be transferred from capital surplus to 
the depreciation account, thereby wiping out the claimed deficiency mentioned 
above. 

The company will be permitted to use its earned surplus, to the extent that it 
becomes necessary, to pay the dividends mentioned in paragraph 1. The Com- 
mission, in accordance with its statutory duties, will continuously consider the 
source and availability of cash for the payment of future dividends in the 
light of conditions then obtaining. 

3. If the change in the book value of the capital stock is approved and the 
transfer from capital surplus to the depreciation account is made this will re- 
move the question of the Commission placing any restriction on the earned sur- 
plus as related to any computed deficiency in the company’s depreciation reserve 
resulting from “straight-line” depreciation studies. 

4. The present suit pending in the United States District Court for the Dis- 
trict of Columbia, Civil Action 837-54, will be dismissed upon form to be agreed 
upon, The dismissal of this suit will relieve the Commission from any obligation 
to complete its investigation within any specified time or to report to the court. 
The Commission will retain jurisdiction over the investigation under order No. 
4060. However, if the book value of the stock is changed and the transfer to the 
depreciation account is made as outlined above then the investigation under 
order No. 4060 will be dismissed without prejudice. 

5. The company will not file any application for a rate increase prior to Jan- 
uary 1955. 

6. The company will cooperate with the District Commissioners in establish- 
ing fringe parking on a 3 months’ trial basis. 

7. The company will employ an independent engineering firm to determine the 
advisability of conversion of street cars to buses on the various lines and the 
engineering firm will report its findings to both the Commission and the com- 
pany. The recommendations made by the engineering firm will be submitted 
to the board of directors for appropriate action. 

8. The company, and the Commission, jointly will forthwith understake a study, 
in which the union will be invited to participate to determine the advisability of 
employing Negro streetcar and bus operators, and if such employment is de- 
termined to be feasible, the company will cooperate in an action program with 
the union, the Commission, and the President’s Committee on Contracts. 

9. The company and the Commission will undertake a study of the present tax 
obligations of the company with a view of presenting to the Board of Commis- 
sioners justification for such tax relief as may be indicated. 

10. There will be changes in the board of directors to include additional local 
citizens as well as the changes in the financial and management policies of the 
company. The company recognizes its responsibility under its charter to pro- 
vide reasonable and adequate service for the public. 


Senator Morsr, Has the Commission agreed upon any proposed 
plan whereby fares shall be increased by legislation without any hear- 
ing before the Public Utilities Commission as to whether or not those 
fares can be justified on the basis of proof and evidence? 

Mr. Spencer. I am sorry but I did not get that question, Senator. 

Senator Morse. I will repeat that question. Has the Commission 
approved of any plan calling for the increase of fares by legislation 
without those fares being based, without that increase being based 
upon a judicial hearing before the Public Utilities Commission ? 

Mr. Spencer. No, sir. We have not taken any position with respect 
to any plan of that kind at all. 

Senator Morse. You were not before us the other day, when I asked 
Commissioner McLaughlin the question as to whether or not the Com- 
mission is giving consideration to some recommendation or proposal 
that if carried out would restore mass transportation in the District. 
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Commissioner McLaughlin, are you in a position today to advise 
the committee any further than you did the other day? Your answer 
the other day was that you were considering it. 

Mr. McLaveutrn. You are speaking of the Board of Commis- 
sioners ¢ 

Senator Morse. Yes. 

Mr. McLavuecuiin. We have cosulted on several occasions concern- 
ing various possibilities, and we have not actually arrived at any final 
determination as to how that might be done. I will let the president 
of the Board speak as to that. 

Senator Morse. I directed it to you because the president was testi- 
fying over on the House side the other day and was not here and 
could not. be here and you were here, so I direct the same question 
to the president with this preliminary remark. 

Commissioner Spencer, I recognize that it takes time to settle these 
cases but when they are not settled the time comes when the Govern- 
ment officials have the paramount duty to the traveling public to see 
to it that the forces of Government are used to provide the transporta- 
tion, and my question is as follows: Are the Commissioners consider- 
ing plans and recommendations for carrying out a program that will 
restore transportation in the District in the near future assuming 
that the parties cannot settle their differences by collecive bar gaining? 

Mr. Spencer. Yes, sir. We are certainly considering those plans. 
Legislation which would possibly enable the District government to 
take over operation of the company temporarily is one possibility, 
and the possibility of lifting the franchise of the company such as 
the resolution which you introduced is another possibility which we 
have considered. All of these matters raised, I think you are well 
aware, are very difficult questions of policy and difficult questions of 
law. We have discussed those matters with our attorneys and we 
are working on those questions now. 

It has been our feeting that the first effort here should be ete to 
settle this strike by normal processes of negotiation, and we have been 
trying to keep the parties meeting as continuously as possible and to 
push that side of it as hard as we can. In the meantime, in the event 
that we should not be able to work out an agreement between the 
parties within a reasonable time, we have felt that it was very im- 
portant to prepare some recommendations to the Congress so that they 
could be passed in time to become effective before Congress adjourns, 
so that the city would not be faced with a strike which might go on 
for several months after Congress had adjourned with no possibili ty 
of terminating it through legislative instruments that do not exist 
now. So we are working on that side. 

I do not think we are quite prepared to make a recommendation 
at this time. We would like to see if negotiations cannot produce 
some success still, but we hope to have recommendations ready withir 
the very near future. 

Senator Morsr. Well, Commissioner Spencer, let me say in com- 
plete sincerity that I have followed very closely your course of ac- 
tion and that of General Lane and Commissioner McLaughlin, and I 
am one Member of the Congress who wants to commend you for what 
I think has been your devotion to public duty in connection with this 
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matter. As far as I know, you have been doing everything that can 
be done in order to foster and encourage the settlement of this mat- 
ter by negotiation, and I am gratified to hear you say that you rec- 
ognize that that is the way it ‘should be settled, if possible, in a rea- 
sonable period of time. 

But time is slipping away and your testimony makes very clear 
that you recognize that if congressional help is going to be needed it 
must be obtained before we recess which we hope will be some time 
this month. So there be no misunderstanding, I hope transportation 

can be restored short of seizure, but I respectfully urge you to keep 
in mind that if you come to the position where you feel that you have 
to recommend seizure, keep in mind the prine iple that prevailed dur- 
ing the war: When a party refuses to engage in voluntary arbitration 
the workers should not be required to go back to work on the basis of 
wages, hours, and conditions of employment that prevailed at the 
time of the termination of the contract, but that the governmental 
authority that then takes over the industry or the plan or the trans- 
portation system would be authorized to lay down a temporary order 
as to what in the opinion of those new administrators should be fair 
wages and fair working conditions. I think this company should 
clearly understand that if it puts the people of this District and the 
Government of the United States into a position where transportation 
cannot be restored unless it is first handed a bag of money with which 
to pay the increased cost, then the Government, in operating the trans- 
portation system, will pay the wages that it thinks are fair and just 
and equit: able and meet the company in the courts for whatever period 
of time it may take subsequent thereto to settle their respective rights. 
[ happen to know something about those court settlements, and this 
company will discover that ‘the decisions are pretty clear that great 
latitude is given to the Government in the exercise of its responsi- 
bilities to protect the public interest in paying those costs of opera- 
tion that the Government officials think necessary to do justice. 

If we get into that position I want it clearly understood that here is 
at least one Member of the Senate who is not going to support any 
recommendation that these people be required to go back to work on 
the basis of the wages and the hours and the conditions of employment 
that prevailed at the time the contract terminated, because such legis- 
laion would clearly be union and strike busting. 

Mr. Spencer. I am very interested to get your comment on that, sir. 
That is one question that we realize was important in connection with 
any possible governmental operation on a temporary basis. 

Senator McNamara. Are there any further questions? 

Senator Case. Mr. Chairman, I just want to say that I coneur in 
your comments. I think the District Commissioners have been doing 
a very fine job. T agree, and it is my personal view that the principles 
enunciated by Senator Morse are applicable in any temporary ar- 
rangement. 

Senator McNamara. Well, that makes it unanimous at this point. 

Now we would like to hear from the Public Utilities Commission if 
they have a spokesman here. 

Will you please identify yourself for the reporter. 
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STATEMENT OF LLOYD B. HARRISON, COUNSEL FOR THE PUBLIC 
UTILITIES COMMISSION 


Mr. Harrison. Tam Lloyd B. Harrison, counse] for the Commission. 

The members of the Publie Utilities Commission are not here today 
because they are attending a meeting with groups from three other 
regulatory bodies that h: id been set for some time prior to this time. 

I think I can say this, though, for the Commission, that it presented 
to this committee a few days ago a statement which represents its views 
at that time. I can add this, that I think there will be in the press this 
afernoon a release, rather an answer—not a release but an answer—to 
the question posed to them by a member of the press dealing with the 
so-called Broyhill-McMillan proposition. I do not want to misquote 
the Commission, but I point to whatever statement they made that you 
might find in the press. 

But, as I understand it, it was to the effect that it could not consider 
in advance the amount of increasing rates without having the factual 
matter before it. 

Senator Morse. Mr. Harrison, I would rather ask you these ques- 
tions than the judicial officers of the Commission, and they are very 
few. But you are legal adviser to the Commission, are you not? 

Mr. Harrison. Well the General Counsel of the Commission, under 
the General Counsel of the Commission I am the adviser; yes. 

Senator Morse. I want you to consider this hypothetical with me. 

Suppose out in Podunk in “Y” State there is a transit strike and a 
public utilities commission is asked to increase the fares in order to 
ore increases in the wage costs and do so without any judicial hear- 
ing and without any proof and evidence being presented to the public 
utilities commission. Is it your opinion as a lawyer that the decision 
of that public utilities commission would be subject to challenge by 
any taxpayer suit that might be brought ? 

Mr. Harrison. I think it would be subject to successful challenge. 

Senator Morse. I was about to add, not only would it be subject to 
challenge, but you think an appellate court would be simply duty 
bound under utility law to set aside that rate-increase decision on the 
ground that the judicial officers of the commission had obviously par- 
ticipated in an arbitrary, capricious, discretionary course of action? 

Mr. Harrison. Under the hypothesis given my answer to that is, 
“Yes.” 

Senator Morse. That is all, Mr. Chairman. 

Senator Casr, It seems to me, Mr. Chairman, it might be in order 
to extend to one of the Commissioners whose name is mentioned the 
right, if he wants to do it, to make any response to the characteriza- 
tions or remarks that were contained in Mr. Wolfson’s statement 
earlier. 

Senator Morse. I agree, Mr. Chairman. May I say that on the basis 
only of my observation of Mr. Weston as a witness before this com- 
mittee in the past as well as in connection with this particular pro- 
ceeding, I have complete confidence in his integrity and his judicial 
ability. 

Senator McNamara. All right. 

Now I think we ought to hear from the union representative, Mr. 
Bierwagen. 
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Will you please identify yourself for the reporter, Mr. Bierwagen, 
your name and title. 


TESTIMONY OF WALTER BIERWAGEN, PRESIDENT OF THE DIVI- 
SION OF THE AMALGAMATED ASSOCIATION OF STREET ELECTRIC 
RAILWAY AND MOTOR COACH EMPLOYEES OF AMERICA, ACCOM- 
PANIED BY BERNARD CUSHMAN, COUNSEL FOR THE UNION 


Mr. Brerwacen. For the record I am Walter Bierwagen, president 
of the division of the Amalgamated Association of Street Electric 
Railway and Motor Coach Employees of America, and I have with 
me Mr, Bernard Cushman, counsel for the union. 

Senator McNamara. Glad to have you here, Mr. Bierwagen. 

As I said to the Commissioners, we invited you here for a twofold 
purpose, to see that you are informed about what developed at the 
meeting and also to ask you if there are any developments that you 
think would be of interest to the committee since your last appearance 
before the subcommittee. 

Mr. Brerwacen. Since we last met, we, of course, met in the fashion 
described by Commissioner Spencer over the weekend and as far as 
we are concerned nothing has happened to give us any encouragement 
that there will be an early end to this dispute. 

Senator McNamara. And in effect you agree with the position of 
the District Commissioners that little or no progress has been made to 
the end that we get the transportation system back in operation ? 

Mr. Brerwacen. I would say no progress has been made. 

Senator McNamara. Are there any questions, Senator Case? 

Senator Case. No questions, Mr. Chairman. 

Senator McNamara. Any questions, Senator Morse? 

Senator Morse. Mr. Bierwagen, has anyone in the company or in 
the Congress offered a solution to this problem to you by way of a 
proposal that you accept 120-day truce and a 10-cent increase in wages 
during that 120-days with the possibility of collectively bargaining on 
other issues in the meantime? 

Mr. Brerwacen. Well, the last we saw of anybody of the company 
officials on this matter was Sunday at 1 o’clock, that is, on matters of 
negotiations. We expected to hear from them Monday; we waited 
all day and heard nothing from them. We have heard nothing from 
anyone except from the mediation service who also are very much 
perturbed over the fact they did not hear from anyone. This morning 
at about 11:30 or 11:45 o’clock, after having been advised by my 
office that Congressman Broyhill was attempting to reach me, I re- 
sponded to his call about that time and he aaviendl me that there was 
some such plan and that he wanted to advise us of it. I agreed that 
we would meet with him upon the conclusion of this meeting to have 
that proposal described to us, and on the details of it we do not know 
anything more than what was discussed here in our presence today. 

Senator Morse. Is the union supporting a fare increase, an increase 
in fares without a hearing before the Public Utilities Commission, 
either by legislation or by order issued by the Public Utilities without 
a hearing ? 

Mr. Brerwacen. We are not supporting any kind of a fare increase 
no matter what kind it is, because we are not in the business of support- 
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ing or not supporting it. We do not take any position on that because 
that is a matter for the regulatory bodies to determine—not the union. 
We do not take a position on it. 

Senator Morssr. Is it the position of the members of the union that 
you do not know whether or not on the merits a fare increase is or 
is not deserved ? 

Mr. Brerwacen. Yes; we do not know those facts. We have no way 
of knowing it. 

Senator Morsr. Have you ever asked to have this strike settled on 
the basis of a guaranteed fare increase to the company ? 

Mr. Brerwacen. No, sir; very much to the contrary. We asked 
that this be settled. on the merits of whether or not we deserve a wage 
increase—not on whether or not the company deserves a fare increase 
and other benefits. 

Senator Morse. Do you still stand ready and willing to negotiate a 
collective bargaining agreement with representatives of the company ? 

Mr. Brerwacen. Very anxious to. 

Senator Morsr. Do you still stand ready and willing to engage in 
voluntary arbitration of this dispute? 

Mr. Brerwacen. Yes, sir; we are willing to. 

Senator Morsr. Do you tell this committee that you would engage 
in that voluntary arbitration on the basis of the same general terms 
of reference that you and Mr. Cushman discussed with me at a hearing 
of this committee the other day ? 

Mr. Brerwacen, Yes, sir. 

Senator Morsr. That is the last time this committee met? 

Mr. Brerwacen. That is correct. 

Senator Morsn. That is all, Mr. Chairman. 


Senator McNamara. Senator Case, do you have any questions? 

Senator Case. No questions, Mr. Chairman. 

Senator Morse. Mr. Chairman, I would like to call a witness, a 
Mr. Doyle. 

Senator McNamara. All right, sir. 

Will you identify yourself for the reporter. 


TESTIMONY OF JAMES A. DOYLE 


(The witness was sworn.) 

Mr. Dorie. I am James A. Doyle. 

Senator McNamara. Senator Morse, you may proceed in your own 
manner, 

Senator Morse. Your name is James A, Doyle? 

Mr. Dorie. That is right, sir. 

Senator Mors. What is your present occupation ? 

Mr. Doytz. I am a radio salesman. 

Senator Morse. Where is the place of your business ? 

Mr. Doyue. In Baltimore. 

Senator Morse. Baltimore, Md. ? 

Mr. Dove. Yes. 

Senator Morse. What was your occupation in January, February, 
March, and April of 1951? 

Mr. Doyte. I was advertising manager of the Government Em- 
ployees Exchange. 

Senator Morse. In Washington, D. C. ? 
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Mr. Doyir. Yes. 

Senator Morse. What is the nature of the Government Employees 
Exchange? ) 

Mr. Doyxe. It is a tabloid printed with facts and information about 
Government employees. I have a few copies of it here. 

Senator Morse. I hold in my hand a tabloid newspaper headed, 
entitled, “The Government Employees Exchange—Newspaper for All 
Employees of Government,” this particular issue being dated Janu- 
ary 17,1951, Washington, D. C. Is that the newspaper for which you 
worked in January, February, March, and April 1951? : 

Mr. Dorie. That is correct. 

Senator Morsrt. What was your official connection with the news- 
paper at that time? 

Mr. Dorie. Advertising manager. 

Senator Morse. What was the nature of your duties as advertising 
manager ¢ 

Mr. Doyie. Keeping ads in the paper, putting out the paper, and 
keeping revenue coming in mainly. 

Senator Morse. You went around to the business houses of the city 
of Washington, D. C., and solicited ads? 

Mr. Doytr. Yes. 

Senator Morse. Did you solicit any ads from the Capital Transit 
Co.? 

Mr. Doyte. I did. 

Senator Morse. From whom did you solicit them ? 

Mr. Dorie. Originally I went to Mr. Broadwater and he in turn 
introduced me to Mr. Giddings. 

Senator Morse. The Mr. Giddings who is vice president of the Capi- 
tal Transit Co. ? 

Mr. Doyte. That is right. 

Senator Morse. Did you have any conversation with Mr. Giddings? 

Mr. Dorie. Yes; I did. 

Senator Morse. In March or April of 1951? 

(The witness indicated assent.) 

Senator Morse. Will you tell the committee the nature of those 
conversations ¢ 

Mr. Dorie. Well, to begin with maybe I should tell the background 
on . 

Mr. Goldberg, the editor—it started a year before—and then picked 
up in the year 1951 a series of articles criticizing the Capital Transit 
Co. in their operation. Part of them are in these copies; this is not 
in the complete order as they were printed. 

Senator Morse. Let’s see if I understand you. The editor of the 
Exchange was a man by the name of Sidney Goldberg. Is it your testi- 
mony that he ran a series of articles criticizing the Capital Transit 
Co. ¢ 

Mr. Doyte. That is right. 

Senator Morse. What was the nature of those criticisms? 

Mr. Doyie. Oh, he didn’t like the operations and the fare increases 
and such. I thought that it was a good excuse to get an ad for an 
answer. We would give them editorial space and perhaps they would 
buy some space also to answer. 

Senator Morse. Did some of these stories criticize the dividend- 
payment policies of the Capital Transit Co.? 
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Mr. Dore. To be perfectly frank, I don’t remember ; it’s been a long 
time ago. ; 

The stories, part of them, are here. One of the starting articles is 
in this one. He jumped around. He criticized the general transit 
situation in Washington and how the fact that the person who had to 
use it was the last one that was ever looked at. 

Senator Morse. When did you have the conversation with Mr. Gid- 
dings about which you wish to testify ? 

Mr. Doyxe. As close as I can remember it was around the first of 
March—the end of March or the first of April of 1951, somewhere in 
there. 

Senator Morsr. What was the nature of the conversation ? 

Mr. Dorie. Well, I went to him and laid out what seemed to be 
the consensus of opinion of the people in Washington to the effect 
that since the new management had taken over about a few years 
back, a year and a half back, about that time, that it was pretty obvious, 
and the belief was that the city was being duped or taken or any way 
you want to put it; that the Capital Transit system apparently had 
every intention in the world of doing as little as possible for the 
people of this city, and taking out as much as they could from the 
company and then, in short, just using the thing as a beautiful foot- 
ball, and then when they were finished, dropping it and letting the 
pieces fall where they may. 

Senator Morse. You told that to Mr. Giddings? 

Mr. Doy.e. I did. 

Senator Morse. What did Mr. Giddings reply ? 

Mr. Dorie. He agreed with me. 

Senator Morse. Did you say anything to Mr. Giddings to the effect 
that it was said that the company intended eventually to dump the 
transit company on to the taxpayers of the District of Columbia ? 

Mr. Doyte. Dump it, drop it. I had, incidentally, one of my sales- 
men with me, Moure; one of my salesmen. 

Senator Morsr. Am I to understand, and is this committee to under- 
stand, Mr. Doyle, that you told Mr. Giddings that the view was held 
that the company proposed to deplete the reserves of the Capital Tran- 
sit Co. and then dump the system upon the District of Columbia ? 

Mr. Doyte. I said that was the way it looked, and it seemed to be 
their idea, and that was the opinion that the people had, and I 
thought that he should contradict it, to present their ideas. He just 
agreed with it. There wasn’t anything to contradict. 

Senator Morse. Is this committee to understand that Mr. Giddings 
left you with the impression that was the plan of the Capital Transit 
Co. management ? 

Mr. Dorie. That was the impression that was left on me. 

Senator Morse. That is all, Mr. Chairman. 

Senator McNamara. Do you have any questions, Senator Case! 

Senator Case. No. I do think you have in mind that Mr. Giddings 
will have a chance to testify ? 

Senator Morse. By all means. 

Senator McNamara. Thank you very much. 

Senator Morsr. I want to call Mr. Moure. 

Mr. Gutiep¢r. Raise your right hand. Do you swear the testimony 
you are about to give this committee will be the truth, the whole truth, 
and nothing but the truth, so help you God ? 
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Mr. Moure. I do. 
Mr. GuLuepce. Have a seat. 


TESTIMONY OF ROGER J. MOURE 


Senator McNamara. State your name. 

Mr. Mourr. Roger J. Moure, M-o-u-r-e. 

Senator Morse. What is your occupation, Mr, Moure? 

Mr. Movure. At the present time I am a tax and business consultant, 
Senator. 

Senator Morse. Tax and business consultant? 

Mr. Mowre. Yes, sir. 

Senator Morse. Where? 

Mr. Movurr. I have my own office in Arlington, Va. 

Senator Morsr. Arlington, Va.? 

Mr. Moure. Yes. 

Senator Morse. You just heard the testimony of Mr. Doyle? 

Mr. Mowre. I have, sir. 

Senator Morse. Were you present with Mr. Doyle at the time of the 
conference with Mr. Giddings, the alleged conference with Mr, Gid- 
dings ? 

Mr. Mourn. I was present with Mr. Doyle at the same conference, 
sir. 

Senator Morse. Will you tell the committee what you heard Mr. 
Giddings say and Mr. Doyle say? 

Mr. Mourr. Well, the meeting that we had was held at the offices 
of Capital Transit Co. on M Street, I believe it is approximately 35th 
Street, or was at the time we had the meeting. 

Mr. Doyle and I went up there in attempt to get advertising for the 
periodical which we were representing, and in the course of conversa- 
tion, the testimony that Mr. Doyle has given that he laid the cards on 
the table to Mr. Giddings as to the opinions of the people, that the 
transit company had—not the company but the management had—the 
intentions of liquidating the assets of the corporation and eventually 
dropping the segments or whatever may have been left, on the people 
of the District of Columbia. 

Senator Morse. Therefore, you verify the testimony that Mr. Doyle 
has given as to the conversation that took place in Mr. Gidding’s 
othce—— 

Mr. Movre. I do. 

Senator Morse (continuing). In the latter part of March or April 
1951 ¢ 

Mr. Movre. I would say it was between the 14th of March and the 
first to 3 weeks of ape, 

Senator Morse. Why do you pick that period of time? 

Mr. Movure. I pick that particular period of time because after re- 
freshing my memory on one copy of the periodical marked the 28th 
day of March 1951, it was at the time of those articles, either the day 
the article came out or within 2 weeks after that, that we did go up to 
see Mr. Giddings. 

Senator Morse. Now, will you tell the committee how it happens 
that you appear here this afternoon as witnesses in regard to this 
matter. When did you first communicate, and to whom did you com- 
municate, this information ? 
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Mr. Movure. I communicated it myself to Mr. Casey, Mr. Leo Casey 
who, I believe, is the clerk of the District committee, the Committee 
of the District of Columbia. 

Senator Morse. When was that? 

Mr. Movure. That was yesterday morning, sir. 

Senator Morse. Who was with you at the time of that communica- 
tion? Were you alone? 

Mr. Moure. I was alone, sir. 

Senator Morse. When did Mr. Doyle talk to Mr. Casey, if he talked 
to Mr. Casey ? 

Mr. Mourr. Whether he talked to Mr. Casey or not, I don’t know, 
because Mr. Doyle knew nothing about it at all until I called—I finally 
jocated him last night at approximately 5:30; because Mr. Casey had 
informed me that unless I could get substantiation of it that it would 
be useless for me to come here. 

Senator Morse. You talked to Mr. Doyle last night? 

Mr. Movre. I spoke to him on the phone, and I : asked him one ques- 
tion. I asked him if he remembered the conference that we had had 
with Mr. Giddings in 1951 and what was said. 

Senator Morse. What did he reply ? 

Mr. Movre. He replied substantially the same thing he gave in his 
testimony today. 

Senator Morse. Did he say that he would be willing to testify ? 

Mr. Movrs. He said that he could not get off his work without a 
subpena. I then contacted Mr. Casey again and informed him that 
Mr. Doyle could not get down here without a subpena. 

Senator Morsr. Was Mr. Doyle subpenaed ? 

Mr, Moure. Mr. Doyle was subpenaed. 

Senator Morse. By the committee ? 

Mr. Movure. By the committee. 

Senator Morse. Were you subpenaed ? 

Mr. Movure. I was, sir. 

Senator Morss. Other than the issuance of that subjena, was the 
offering of the testimony by you and Mr. Doyle perfectly voluntary 
on your part? 

Mr. Movre. I can’t answer for Mr. Doyle on that, but I will say that 
the testimony on my part was voluntary. 

Senator Morse. Mr. Doyle, might I ask you the question, was your 
offering of this testimony here toliay perfectly voluntary on your part, 
save and except you needed a subpena in order to get permission to 
leave your w vork 

Mr. Dorie. Not being thoroughly familiar with what was going on, 
I really don’t know. When I received the subpena I answered it. 

Senator Morse. And the testimony that you have given 

Mr. Dorie. Forty miles separates a lot between what is going on 
in Washington and what is going on in Baltimore. 

Senator Morse. The testimony you have given has been in response 
to that subjena, but in keeping with your honest recollection of your 
conversation with Mr. Giddings? 

Mr. Doyte. Yes. 

Senator Morse. That is all, Mr. Chairman. 

I think it is only fair, as Senator Case has pointed out, that Mr. 
Giddings be given an opportunity to make a statement on the record as 
to his recollection of the conference with these two gentlemen. 
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Senator McNamara. Do you have any questions, Senator. 

Senator Case. Just this question. 

Mr. Movre. Yes, sir. 

Senator Case. Was the substance of your conversation with Mr. 
Giddings the subject of any later newspaper reports in a newspaper 
on this subject ? 

Mr. Movre. I would have to go over the issues and present those 
for the committee, sir. I can’t recall whether it was before or 
after. I know there were a number of them before. 

Senator Case. I mean, this is a rather specific thing and somewhat 
unusual to have a company official make the statement / 

Did you or did you not report that statement / 

Mr. Movure. It was reported to the editor. 

Senator Casr. Was it reported ¢ 

Mr. Movure. It was reported in the newspaper. It was reported 
without the use of the names. 

Senator Case. Your names or Mr. Giddings’ name? 

Mr. Mourr. The name of the corporation. 

Senator Case. But Mr. Giddings was described in it as an official 
of the company ? 

Mr. Movurr. That I can’t answer right now; no, sir. I would like 
to, but Ican’t. I would have to refer to the newspapers. 

Senator Cast. But the substance of the reply that Mr. Giddings 
made was reported, to the best of your recollection / 

Mr. Moure. To the best of my recollection. 

Senator Case. I think it would be of interest to have the issues 
placed in the record. 

Senator McNamara. Yes. If possible, we would like you to pro- 
cure the issue you make reference to and submit it to the com- 
mittee 

Mr. Movre. I will. 

Senator McNamara. (Continuing.) For the record. 

Mr. Movurer. I have got some of them here, and they will be placed 
in the committee’s office. 

Senator McNamara. You look it up at your leisure and see that 
it is filed with the committee. 

Thank you very much. 

Now, the suggestion has been made by two members of the subecom- 
mittee, Senator Case and Senator Morse, that Mr. Giddings have an 
opportunity to reply. I assure you that he has such an opportunity 
at this time, if he sees fit. 

Senator Morsr. I have made a statement, Mr. Giddings, as to the 
source of this information, and once the information was made avail- 
able to the committee it became our clear public duty to see to it that 
it was presented under sworn testimony for the record. 

Mr. Gipprncs. I understand completely, Senator Morse. 

Senator McNamara. Will you be sworn. 

Mr. Gutieper. Will you swear the testimony you give this com- 
mittee shall be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Grpprnes. I do. 

Senator McNamara. Proceed. 
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TESTIMONY OF E. C. GIDDINGS, VICE PRESIDENT, CAPITAL 
TRANSIT CO. 


Mr. Gippin¢s. I would like to preface the answer to this with the 
statement I don’t recall ever having seen these two gentlemen before 
and, after having heard their testimony, my curiosity was aroused as 
to whether I gave them an ad after they came in. 

Senator Morse. I understand you did not. 

Mr. Gippines. What was that / 

Senator Morse. I understand you did not. 

Mr. Gippines. I made no such statement to them, Senator Morse. 

I take it from Mr. Doyle’s testimony—I could not quite hear the 
other gentleman’s—that I may have agreed with his premise that this 
was what the public was thinking, but 1 made no such statement to 
him that this company was trying to dump on the community or 
anything else. 

Senator Morse. May I ask a question, Mr. Chairman? 

Senator McNamara. Yes, go right ahead. 

Senator Morse. It is your testimony, Mr. Giddings, that you never 
said to these men or anyone else that it was the plan of the company 
to deplete the reserves, and thereafter dump the company on the Dis- 
trict of Columbia ? 

Mr. Gippines. Yes, sir. 

Senator Morse. You never have said that to anyone? 

Mr. Gipprnes. No, sir. 

Senator Morse. Your testimony is that that is not now or never has 
been the policy of this company ? 

Mr. Groprnas. Insofar as I have participated in that policy. 

Senator Morsr. That is all, Mr. Chairman. 

Senator McNamara. Senator Case ? 

Senator Case. No, I have no further questions. 

Senator McNamara. Thank you very much, sir. 

Senator Case. Perhaps Mr. Broadwater might want to answer 

Senator McNamara. Mr. Broadwater, since your name has been 
taken all day, somewhat in vain at times, you might wish to say some- 
thing at this point. 


STATEMENT OF J. A. B. BROADWATER, PRESIDENT, CAPITAL 
TRANSIT CO. 


Mr. Broapwarer. Mr. Chairman, I have been at peace with the 
world today. 

Mr. Chairman and members of the committee, to the best of my 
knowledge I have never seen this gentleman, who says he called at 
my office, in my life until he got on the witness stand here this after- 
noon. That is all I want to say. 

Senator McNamara. Thank you very much. 

Senator Morse. May I say very facetiously, you may think you 
are at peace with the world, but you are not at peace with the District 
of Columbia. 

Mr. Broapwater. You know, I am beginning to find that out. 

Senator McNamara. Mr. Broadwater, while you are at the table, 
may I ask you a question, and you can answer or not. 





172 CAPITAL TRANSIT CO. MATTERS 


Do you have some plans, and if so, what plans, for future negotia- 
tions with the union concerned inthis matter, since it appears from 
the testimony today that you have become the keyman now regardless 
of what anybody might have thought prior to this? 

Mr. Broapwarer. Well, Mr. Chairman, I could have enlightened 
you on that quite some time ago had you asked me. 

I think it is quite obvious, in view of the fact that Mr. Wolfson 
arrived in Washington yesterday morning, that I have been unable 
to be available to the Mediation Service or the union. 

After spending considerable time with Mr. Wolfson yesterday, and 
going over this entire situation with him, as he said, we were invited to 
come over to Chairman McMillan’s office, and I went over there with 
him, and I had Mr. Wolfson for dinner last night, and we broke up, 
at least I left, I don’t remember now, but sometime about 11 o’clock. 
Quite obviously I have not been available to do any negotiation. 

Senator McNamara. I think you einen I asked you about 
future negotiations. 

Mr. Broapwater. Well, the position of Capital Transit Co., Mr. 
Chairman, is this: That we are willing at all times, and have since 
April, the early part of April, been negotiating in good faith with the 
members of the Transit Co. union. We expect to continue to negotiate 
with them, to see if we can find a solution to the problem that is before 
us. That is our position. 

Senator McNamara. Thank you very much. 

Senator Morse. I have a question, Mr. Chairman. 

I really have difficulty, Mr. Broadwater, in understanding what you 
mean when you say that you stand ready and willing to negotiate with 
this union when the record is perfectly clear that you have not even 
reached an agreement with this union or discussed reaching an agree- 
ment with this union as to what the wages, hours, and conditions of 
work would be even if we adopted your main thesis that the revenue 
be provided in the first instance. 

You have not negotiated with this union even on a hypothesis, have 
you? You have not sat down and reached an agreement with this 
union as to what you think the wages and hours and conditions should 
be if your request for adequate revenue is granted. 

Mr. Broapwater. Well now, Senator Morse, I think I have been 
negotiating in good faith. It is quite true that I have not offered the 
union any X cents per hour. 

Being an experienced man in labor matters, I am sure that you know 
that any offer that a company makes to its union is a floor from which 
you do not settle, but a floor from which you start up. 

Now, I don’t know what your interpretation of negotiating is. I 
know what I have been doing. I have been doing it in good faith. 

I have been trying to get the union pacified, and I hope to get them 
pacified. 

How I am going to do it I don’t know, and the way it looks today it 
doesn’t look like, I am frank to tell you, it doesn’t look like I am going 
to do it. 

Senator Morse. You raise the question, Mr. Broadwater, T think, as 
to what good faith collective bargaining is, and you are certainly 
entitled to an answer from me. I think collective bargaining starts 
when offers and counteroffers are made by the parties on the issues 
that are involved. 
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So my question is, have any offers or counteroffers been made by the 
company on the matter of wages or hours or pensions or the so-called 
working conditions and fringe e benefits ? 

Mr. BroapwaTER. Nothing in X cents per hour. 

Senator Morse. Not even in terms of the hypothetical situation 
based upon the assumption that somebody will provide revenues to 
meet the additional labor costs, even on that hypothesis no offers have 
been made by the company im specific terms of wages, hours, or 
conditions of employment ? 

Mr. Broapwater. Well, I think they have. I think we have said 
to the union—I haven't been in all the negotiations, but I think in 
the early sessions, it was probably said that “If we can get some dol- 
lars from the regulatory body that we may be in a position to offer you 
some cents per hour.” 

Senator Morse. But no specific amount? 

Mr. Broapwarter. Not to my knowledge. 

Senator Morse. Mr. Broadwater, would you approve a procedure 
by the Public Utilities Commission that resulted in the handing down 
of a decision to decrease fares without the presentation of evidence 
and proof before the Commission even though that order was for a 
temporary period of 120 days? 

Mr. Broapwarter. Well, I think if the fares were excessive, I think 
you should reduce them immediately, without any hearing. 

Senator Morse. Without any hearing? 

Mr. Broapwater. If they were excessive. 

Senator Morse. How would they reach that value judgment that 
they were excessive ? 

Mr. Broapwater. Senator, I have been trying to tell this committee, 
and I think I did tell them, i told everybody else, there is no mystery 
about what our earnings are from month to month. The Commission 
knows that; they know what our net income is every month, and 
certainly if we are making excessive profits at the end of any monthly 
period they know it. 

Senator Morsr. Now, are you taking the position in that answer, 
Mr. Broadwater, that we do not need on the Interstate Commerce 
Commission in regard to interstate carriers, and we do not need on 
the Public Utilities Commission in respect to the District of Columbia 
carriers, the staff of experts and the statisticians and the authorities 
that are required to take into account all of the criteria that are in- 
volved in private utility law in the fixing of rates, and we only need 
somebody that can apparently pull out of the air a value judgment as 
to whether your rates are too high or too low, and give them the power 
of saying “You cut them so much or increase them so much?” 

Mr. Broapwater. Well, Senator, your question was a little too long, 
and I could not remember the first part of it. 

Senator Morse. It is a little tnidetved, I will break it up. 

Mr. Broapwater. Give it to me short. 

Senator Morse. I will take it step by step. 

First, let me tell you what I want your judgment on. I want your 
judgment as to whether or not you think the rates fixed by a utility 
commission, whether it is the Interstate Commerce Commission or- 
the Public Utilities Commission ought to be fixed on the basis of 

65386—55——12 
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evidence and proof that conform to the legal criteria that these 
Commissions have to follow. 

Mr. Broapwarer. Well, Senator, if you will excuse me from com- 
menting on the Interstate Commerce Commission I will appreciate it. 

Senator Morse. All right. I cited it only as an example. 

Mr. Broapwarter. I do not know the workings of the Interstate 
Commerce Commission. I did know them, something about Interstate 
Commerce Commission, many years ago. 

Senator Morse. Limit it to the Public Utilities Commission. 

Mr. Broapwarer. The realities of the situation here in Washington 
are that they cannot fix the fares when they got all the evidence in this 
case, Witness the court of appeals’ decision which you referred to here 
a few minutes ago, in which the court said 

Senator Morsr. I was just going to ask you a question about it. 

Mr. Brroapwarter. Sir? 

Senator Morse. I was just going to ask you a question about it, be- 
cause this decision bears on the question I just asked you. 

Mr. Broapwarter. I am pointing out to you that with all this evi- 
dence and criteria and everything else you are reciting, which was 
put in in this case, they have not been able to fix the fares based on 
that. 

Senator Morse. The circuit court of appeals in effect reversed the 
Public Utilities Commission beeause they found that on the record 
they did not follow a criterion that is required im the fixing of rates, 
and they ended up by saying, in effect, as I read the decision, “We 
don’t know just what ratemaking base you adopted, and so we 
send it back for a clarification.” 

Let me read you this: 

We are not expressing a judgment as to what rate base the Commission 
should have adopted. That is not our function. We could not substitute our 


own view on such a question, if we had reached a view, for that of the Com- 
mission. 


Then they cite the Colorado Interstate Gas Company case (348 
U.S. 492 


Nor are we saying that the Commission may not ultimately be able to justify 
its adoption of the original cost rate base if it decides to adhere to that course. 
But we do say that the decision of the Commission must be based upon a suit- 
ably complete statement of its reasons and its conclusions. 

In other words, what they are saying, in effect, is, “You have to 
present us with a decision here that can clearly be squared with the 
record of proof; and we read your decision and we are left in doubt 
as to the rate base theory you adopted.” 

Mr. Broapwarer. Senator Morse, the court of appeals is not say- 
ing that to me; they are saying it to the Public Utilities Commission. 
I didn’t write the order which 

Senator Morse. Oh, but my question goes to whether or not—I will 
change my question. 

Does not this decision of the circuit court of appeals bear out my 
point that a publie utility commission just cannot decide arbitrarily 
that rates should be increased or decreased, but that they must. make 
their decisions based upon recognized legal criteria binding upon com- 
missions for the fixing of rates? 

Mr. Broapwarter. Well, of course, Senator, I haye not read it, and 
I probably wouldn’t understand it if I did read it. 
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Senator Morse. Yes, you would. 

Mr. Broapwarter. I will have to let counsel answer on that, and if 
you don’t mind my making this point, if I may indulge the committee 
for just a moment 

Senator McNamara. Go right ahead. 

Mr. Broapwater (continuing). After going through all the basis 
on which you say the Commission should go through, I am pointing 
out to you that after doing that they haven’t fixed a fare that the 
court of appeals has said “That can stand up.” 

Now, that ain’t my fault. 

Senator Morse. And it got reversed. 

Mr. Broapwater. That is right. What are we going to do, go 
through six more hearings and reverse us a year after that? When 
do you think we would ever get fares fixed here in Washington ? 

Senator Morse. I want to make clear to you, of course, that is one 
of the risks of litigation. 

Mr. Broapwatrr. Why, obviously it is. 

Senator Morse. Listen to what the court says in conclusion : 

Concluding as we do that the report and order of the Commission do not reflect 
an adequate statement of its reasons for adopting the original cost base, we 
must reverse the judgment of the district court with directions to remand the 
case to the Commission for such further action on its part as may be consistent 
with this opinion. 

In other words, it is saying to the Commission: “You must reex- 
amine this case and see what your rate theory is.” 

But that is all based upon what I have tried to point out, namely, 
not arbitrary discretionary action but the presentation of a thorough 
record of proof; that is why I am at a loss to understand this proposal 
which apparently the company supports, that this Public Utilities 
Commission ought to issue without a hearing a 10-cent—without a 
hearing—a temporary fare increase. 

Mr. Broapwater. Senator, I cannot give you the legals on that. 
But as I have said, and I think Mr. Wolfson said, that it is specific in 
the act that the Commission can grant a temporary increase. 

Senator Morse. On proof; on proof. 

Mr. Broapwarer. I do not know what the exact language is that 
they say it. There is a difference of opinion between Commission 
counsel and the company’s counsel. I cannot resolve that. But off 
the record, if I may 

Senator McNamara. Off the record. 

(Discussion off the record.) 

Senator McNamara. On the record again. 

Senator Case, do you have any questions? 

Senator Case. I think it was on July 6 that the Star reported that 
this cessation of operations was costing the company about $12,000 
aday. Do you recall seeing that report anywhere / 

Mr. Broapwater. No, sir. 

Senator Casp. Or that figure mentioned ? 

Mr. Broapwarter. I do not believe I saw that, Senator Case. I 
don’t say I didn’t see it, but I don’t recall it at the moment; $12,000 
a day? 

Senator Case. That is my understanding. 

Mr. Broapwarter. Well, I don’t have any figures on it. I made 
no calculation. 
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Senator Case. Well, as I said before—— 

Mr. Broapwater. But I would guess that it would be substantially 
less than that. Now, I don’t know; I haven’t made any calculation. 

You see, there are many things you can do to shorten up your ex- 
penses if you have to do it. 

Now, we have got five or six hundred salaried people on the Transit 
Co. payroll. They are not on strike. I think it would be grossly 
unfair to those salaried employees who are not members of the union 
and who are not on strike and are presenting themselves daily to such 
assignment as we may give them, to issue an order terminating their 
salaries; I don’t think that is right. 

Senator Case. I am sure you understand that no one is suggesting 
that. 

Mr. Broapwater. That has a very important influence on what 
your expenses may be or what they are. 

Senator Case. Oh, yes. 

But I am just again making the suggestion that it might be very 
well to consider what this is costing the company and its stoc oe S, 
in considering whether or not the company, in the interests of 1 
stockholders, is not able to consider treating this the way, so ae as 
I know, all public utility companies, have always treated disputes of 
this sort, and I hope very much that you will find it possible, in your 
paramount position, so recently established by Mr. Wolfson, to recon- 
sider this adamant stand that you have taken, and accept the assur- 
ances of good faith on the part of the committee and on the part of the 
Commissioners and on the part of the Public Utility Comissioners, 
and go at this once more with a view really to getting it settled. That 
is my only statement. 

Mr. Broapwarer. Mr. Chairman, I do not consider in the least that 
I have taken an adamant position. I have considered that I have 

taken a position that is well considered; it has had a lot of thought. 
and it isnot fixed. It can be changed tomorrow. It may bec hanged, 

I don’t know. So I have no ouboand rule that I adopt today that 
[ cannot change tomorrow. 

Senator Casr. I withdraw any adjective or any characterization, 
and just point to the position as a position that up to now you have 

taken, as I understan dit of being unwilling to discuss and come to a 
conclusion in the matter of w ages and hours and other working condi- 
tions with the union, without regard to a rate increase or other finan- 
cial concession producing revenue to the company. 

That is the position that I, for shorthand purposes, described as 
adamant, but I withdraw the adjective. It is that position that I hope 
you will reconsider. 

Senator McNamara. Thank you. 

The meeting is adjourned. 

(W hereupon, at 6:45 p. m., the subcommittee adjourned. ) 
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THURSDAY, JULY 21, 1955 


Untrep States SENATE, 
SuBpcoMMITTEE ON Pusiic Heatru, Epucation, 
WELFARE AND SAFETY OF THE COMMITTEE 
ON THE District or COLUMBIA, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 2: 30 p.m. in the District 
Committee room, United States Capitol Building, Senator Pat Mc- 
Namara (chairman) presiding. 

Present: Senators McNamara (presiding), Morse, and Case. 

Also present: Senator Allott; William P. Gulledge, counsel; Leo 
A. Casey, chief clerk; and Murray W. Weight, assistant counsel. 

Senator McNamara, The meeting of the subcommittee will please 
be in order. 

This open hearing is being held today on proposed legislation in 
the Senate pointed to the end that public transportation might be 
renewed in the District. 

(S. 2576 and S. 2597 are as follows:) 


[S. 2576, 84th Cong., Ist sess.] 


A BILL To amend the joint resolution entitled “Joint resolution to authorize the merger of 
street-railway corporations operating in the District of Columbia, and for other purposes,” 
approved January 14, 1933, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That it is hereby declared that the business 

of mass transportation of persons for hire in the District of Columbia is clothed 
with a public interest and is essential to the proper functioning of the Govern- 
ment of the United States and the government of the District of Columbia. The 
continuous, uninterrupted, and proper functioning of such business in the District 
of Columbia is hereby declared to be essential to the welfare, health, and safety 
of the public, including the civilian and military personnel of the Government 
of the United States located in the District of Columbia and the metropolitan 
area of Washington. It is declared to be the duty of any common carrier holding 

a franchise from Congress to engage in the business of mass transportation of 

passengers for hire in the District of Columbia to use every reasonable means 

within its power to perform its franchise functions. The Capital Transit Com- 
pany in the District of Columbia has disregarded its franchise obligations to 
render public service and has forfeited its right to enjoy franchise privileges. 

Therefore it is necessary in the public interest to repeal the franchise of the 

Capital Transit Company and grant the Commissioners of the District of 

Columbia the authority hereinafter set forth. 

Sec. 2. The joint resolution entitled “Joint resolution to authorize the merger 
of street-railway corporations operating in the District of Columbia, and for 
other purposes”, approved January 14, 1933 (47 Stat. 752, ch. 10), is amended 
by adding at the end thereof the following section : 

“Sec. 14. All rights of franchise of Capital Transit Company created by this 


resolution are hereby repealed in accordance with the terms of section 13 
hereof.” 
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Src. 3. In addition to their other powers, the Commissioners of the District of 
Columbia are, during the remainder of the franchise period, authorized and em- 
powered to take temporary possession of any and all property and assets of Capi- 
tal Transit Company, after giving notice thereof to the company in writing, and 
to operate the same in the District of Columbia for and on behalf of the said com- 
pany for the duration of any stoppage of service during said period. If, upon 
being advised by the proper officials of Capital Transit Company that the com- 
pany is ready and in a position to resume operation of its properties, and the 
Commissioners so find, they shall release and turn back to the management of 
such company its properties and assets. The authority to take possession and 
operate herein granted to the Commissioners is expressly declared to be emer- 
gency legislation enacted to carry out the intent and objectives of the first section 
hereof, and shall not be deemed in any way to indicate a future policy concerning 
conditions which may arise in other circumstances. 

Sec. 4. In carrying out the power herein authorized, the Commissioners are 
empowered to make and enforce such regulations and to issue such orders as they 
may deem necessary and appropriate to carry out the authority herein granted. 
The Commissioners are authorized to exercise such power, authority, and discre- 
tion herein granted by and through such agents or officers as they may direct, 
in conformity with such rules and regulations as they may prescribe. The Dis- 
trict of Columbia, the Commissioners, and their agents shall not be liable, indi- 
vidually or officially, to suit or action or for any judgment or decree for any dam- 
age, loss, or injury claimed by any person for any action taken pursuant to the 
authority granted by this Act, or for any act of commission or omission of Capital 
Transit Company or any officer or employee thereof. Any taxes due the Govern- 
ment of the United States or the government of the District of Columbia from 
the Capital Transit Company during the period of the possession and operation 
herein granted shall be charged against and deducted from the revenues derived 
from operation while the property is being so operated. All taxes due from the 
Capital Transit Company for a period or periods prior to governmental posses- 
sion shall be paid from and out of the property and assets taken over from the 
company. 

Sec. 5. All actions at law or in equity may be brought by and against Capital 
Transit Company during the governmental possession of its property under the 
authority herein granted. In such actions no defense shall be made that Capital 
Transit Company is an instrumentality or agency of the Government of the 
United States or the government of the District of Columbia. No actions now 
pending in or before any court or administrative agency shall be affected by the 
governmental possession or operation of the property and assets of Capital 
Transit Company authorized by this Act. 

Sec. 6. Upon assuming the authority herein granted, it shall be the duty of the 
Commissioners to offer employment to all officers and employees of Capital Transit 
Company who were employed by the said company at the time of stoppage of serv- 
ice who are found by the Commissioners necessary to perform the duties herein 
authorized, at rates of pay which shall be fair and reasonable : Provided, however, 
That if during the period when the property of Capital Transit Company is being 
operated by the Commissioners the said employees become entitled by negotiation 
or by other lawful manner to wages at a higher level retroactive to a date which 
falls in the period of operation by the Commissioners, the Commissioners shall 
make such retroactive payment out of the revenues received from operations or 
from other assets of Capital Transit Company in their possession. The employees 
engaged by the Commissioners under the authority herein granted shall be deemed 
to be employees of Capital Transit Company. Nothing herein shall prevent the 
employees or a bargaining agent or representative of such employees from con- 
tinuing bargaining negotiations with the management of Capital Transit Com- 
pany. The fares to be charged for the services rendered to the public in the 
operation of Capital Transit Company shall be those established from time to time 
by the Public Utilities Commission. 

Sec. 7. The authority herein granted shall be temporary and shall be exercised 
only when necessary to render such essential transportation service in the District 
of Columbia as the Commissioners may determine, and shall not be deemed to 
be authority to take, expropriate, or hold title to the properties of Capital Transit 
Company. The operation herein authorized shall be deemed for and on behalf 
of Capital Transit Company and shall not deny it the right to bargain with its 
employees or their bargaining agent nor deny it the right to take over the opera- 
tion of its properties when the Commissioners are satisfied that the management 
ean and will satisfactorily carry on its franchise duties. 
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Sec. 8. The revenues received from the operation of the properties of Capital 
Transit Company shall be used to carry on the business and to pay the costs and 
expenses incident to taking over such operation and they shall be accounted for 
to the approriate officers of Capital Transit Company and receipted for, when such 
temporary operation shall be discontinued. All revenues so received shall be 
deemed to be the property of Capital Transit Company and shall be used for and 
on its behalf in carrying out its franchise obligations. After payment of all such 
costs and expenses, any balance shall be accounted for and returned to Capital 
Transit Company. 

Sec. 9. It shall be unlawful for any person to interfere with or to obstruct the 
Commissioners, in any way, in the taking possession of or in the operation of the 
property of Capital Transit Company, or any person engaged in the performance 
of any of the powers herein granted. Any person violating the provisions of this 
section shall be guilty of a misdemeanor and shall be fined not less than $25 nor 
more than $1,000, or imprisoned not more than twelve months, or both. 

Sec. 10. There is hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, such amounts as may be necessary, if 
any, Over and above the revenues received from operations herein provided for, 
to carry out the provisions of this Act. 

Sec. 11. If any provision contained in this Act be declared invalid, such inva- 
lidity shall not be deemed to affect or impair the validity of the remainder or of 
any other part of this Act. 


[S. 2597, 84th Cong., 1st sess. ] 


A BILL To terminate after a period of one year the franchise rights of the Capital Transit 
Company within the District of Columbia, and to authorize the Commissioners of the 
District of Columbia to provide such additional public transportation during such year 
as may be necessary for the convenience of the public 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That all rights of franchise granted to the 

Capital Transit Company under the provisions of the joint resolution entitled 

“Joint resolution to authorize the merger of street-railway corporations operat- 

ing in the District of Columbia, and for other purposes”, approved January 14, 

1933 (47 Stat. 752), shall terminate upon the expiration of one year after the 

date of the enactment of this Act. 

Sec. 2. The Commissioners of the District of Columbia, during the year fol- 
lowing the date of enactment of this Act, may authorize (including authorization 
under such contractual agreements as may be necessary) such public transporta- 
tion within the District of Columbia, in addition to that which may be provided 
by the Capital Transit Company during such year, as may be necessary for the 
convenience of the public. Such additional transportation shall be furnished to 
the publie at the rates and under such terms and regulations as may be recom- 
mended by the Public Utilities Commission, and approved by the Commissioner 
of the District of Columbia, for the purpose of providing a satisfactory system of 
public transportation within the District of Columbia during the year following 
the date of the enactment of this Act. 

Sec. 3. The authority granted under the provisions of this Act shall not be 
deemed to include any right, power, or jurisdiction to seize the property and 
transportation facilities of the Capital Transit Company, but shall include the 
right to enter into contractual agreements or grant special authority to the 
Capital Transit Company, or other persons or companies, or both, for the purpose 
of providing necessary public transportation. 


Senator McNamara. We would like to hear first from Mr. Spencer, 
president of the Board of Commissioners, Washington, D. C. 
Mr. Spencer, will you come forward ? 


STATEMENT OF SAMUEL SPENCER, PRESIDENT, BOARD OF 
COMMISSIONERS, DISTRICT OF COLUMBIA 


Senator McNarama. Have you had an opportunity to study these 
bills, sir? 

Mr. Spencer. I have studied S. 2576, sir: the second bill that was 
introduced by Senator Morse this morning. I have only seen the other 
one within the past few minutes. 
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Senator McNamara. S, 2597 is the other one. Will you continue, 
sir? Yousay you have not had an opportunity to study S. 2597 ? 

Mr. Spencer. That is correct, sir. I just read it over hurriedly 
within the last few minutes. 

Senator McNamara. What would be your recommendation with re- 
lation to S. 2576, that was drawn up largely on the recommendation of 
your Commission ¢ 

Mr. Srencer. My recommendation on that bill would be favorable, 
sir. I recommend that it be enacted. 

Senator McNamara. Do you have any further comments, except 
that you haven’t had time to study the bill submitted this morning, 
S. 2597? 

Mr. Spencer. With respect to S. 2597, I am not entirely clear, sir, 
how it is intended that it should function. Just from reading it over 
quickly it raises a question in mind as to whether the Commissioners 
would be able to get transit service operating rapidly in the event that 

bill goes through. It authorizes us to prov ide transportation service 
by contract or “otherw ise, and I wasn’t too clear just what was in- 
tended. 

Senator MoNamara. Unfortunately, Senator Morse isn’t here yet. 
He would be in a better p position to speak as to the details of the bill. 

But you certainly don’t assume from the language you have just 
repeated that it would restrict you in any manner, do you? 

Mr. Spencer. I don’t think it would restrict us, but it seems to me 
it would inevitably take some time to get transportation service and 
facilities into the District other than the ones that now exist in the 
hands of the Capital Transit Co. 

Senator McNamara. There is nothing in the language of this bill, 
as I interpret it, which would prevent you from using—considering 
the use of—any equipment, whether it is the existing equipment in the 
District that is tied up by the strike or other equipment. It seems to 
me to be all inclusive. 

I presume that Senator Case agrees with that interpretation, but he 
can speak for himself. 

Senator Casr. F have seen this only a few minutes before we met, 
and I think it might be helpful to have Senator Morse explain it, and 
I am sure he would like to. 

I was wondering whether just as a matter of procedure, it would be 
well to have the Commissioner’s statement inserted in the record at 
this time. 

Senator McNamara. Senator Morse. 

Senator Morse. I would be very glad to have a copy of the bill and 
the Commissioner’s statement in support of the bill so inserted. 

Senator Case. And also a copy of the letter that the company sent 
to the Commissioners, and sent us a copy. 

Senator Morss. I think Mr. Broadwater’s letter should go in the 
record. 

Senator Case. Maybe Mr. Spencer would want to comment on all 
these documents in the course of his testimony. 

Senator McNamara. The three documents will be made a part 
of the record at this time, in line with the suggestion of Senator Case. 

(S. 2597 appears in the record previously.) 
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(The letter from J. A. B. Broadwater, president, Capital Transit 
Co, to Samuel ieee president, Board of Commissioners of the 
District of Columbia, is as follows:) 


CAPITAL TRANSIT Co., 
Washington, D. C., July 19, 1955. 
Hon. SAMUEL SPENCER, 
President, the Board of Commissioners of the District of Columbia, 
District Building, Washington, D. C. 


DeaR Mr. Commissioner: I have read your letter of July 18, 1955, addressed 
to Senator Matthew M. Neely, with which you enclose a draft of a proposed bill 
which provides for the cancellation of the franchise of Capital Transit Co. and 
its seizure by the District of Columbia. From your letter it would appear that 
you were attempting to portray the facts to Congress and to the public. I was, 
therefore, surprised and shocked at the bias and distorted picture portrayed by 
your letter. 

In your letter you state: 

“After thorough consideration of all relevant circumstances, the Commis 
sioners have reached the conclusion that the long-term attitude and actions of 
the Capital Transit Co. management culminating in the emergency created by 
the stoppage of the transit service calls for the exercise of powers they do not 
now possess.” 

This statement would infer that Capital Transit Co. had taken some affirma- 
tive action to bring about the strike. The fact is, as you, your fellow Commis- 
sioners, and your staff, well. Know, that the union, not the company, is on strike 
because of the company’s refusal to meet the exorbitant demands of the union 
which are many times the entire income of the company. 

In writing your letter attempting to set forth the facts, why did you not tell 
the Congress and the public that one of your fellow Commissioners in your 
presence, and in the presence of the company representatives, stated that he felt 
that a fair settlement of this controversy should be arrived at by an increase 
to the union in the neighborhood of 843 cents per hour. When such a proposal 
was suggested to the union it was, as you know, summarily rejected. 

It also seems strange that you did not adyise the Congress and the public that 
you had been unable to get any commitment from the union as to what it would 
settle for. It had indicated to you that it would give some consideration to 
changes in its contract which would impose additional costs on the company of 
approximately $3 million annually, or approximately $1 million more than the 
entire increase which the company estimated it would obtain from the new fares 
which it now seeks of 20 cents eash and 19-cent tokens. 

Why, Mr. Commissioner, instead of reciting these facts in your letter, did you 
attempt to impose the responsibility of this unfortunate strike entirely on the 
company ? 

In your letter you also quote at length from the opinion of the Interstate Com- 
merse Commission trial examiner, in which he recommended against the acqui- 
sition of the control of the Capital Transit Co by Mr. Wolfson and his asso- 
ciates. In fairness, Mr. Commissioner, do you not feel that you should also 
have quoted the facts found by the Interstate Commerce Commission upon which 
it based its conclusion that the proposed purchase was “consistent with the pub- 
lic interest” and overruled the conclusion reached by its examiner, Mr. Baker. 

In your letter you also quote from the testimony of Mr. Weinstein to the 
effect that the new purchasers did not intend to actively participate in the activi- 
ties of the Capital Transit Co. and that their only interest was to protect their 
investment. This statement obviously is intended to create the impression that 
Mr. Weinstein was not telling the truth and that at all times the new purchasers 
did propose to take an active part in the management of the Capital Transit Co. 

If you desired to present the true facts, Mr. Commissioner, why did you not 
state in your letter that I had testified under oath that when the Wolfson interests 
acquired control of the Capital Transit Co. they had no intention of stepping 
into management. After they had acquired control they learned for the first 
time that the three senior officers of the company, Mr. E. D. Merrill, president; 
Mr. J. B. Heberle, vice president and comptroller, and Mr. Wm. B. Bennett, vice 
president and secretary, were nearing retirement and had determined to exer- 
cise their retirement rights despite the fact that the new owners asked them 
to remain and continue in active management of the company. 
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Don’t you think, Mr. Commissioner, that according to the ordinary standards 
of fair play these facts should have been stated in your letter rather than attempt- 
ing to create a false and misleading impression of Mr. Weinstein’s testimony? 

In your letter you point out that on December 31, 1949, earned surplus of 
the company was $5,166,258, and that on May 31, 1955, the earned surplus was 
$2,070,990, or a reduction of $3,095,268. You also point out that on December 31, 
1949, the company had cash and marketable securities of $6,740,241 and on 
May 31, 1955, the company had cash of $2,668,025 and no marketable securities, 
or a reduction in cash and marketable securities of $4,077,216. 

Obviously these figures were intended to create the impression that the reduc- 
tion in cash had in some devious and unlawful manner been drained off for the 
benefit of Mr. Wolfson and his associates. 

Why, Mr. Commissioner, did you not also advise the Congress that during this 
same period the company had used its cash and marketable securities to retire 
$9 million of debt, and te purchase approximately $3%4 million of new buses? 

It is well known to you that the company intended to purchase for cash addi- 
tional king size buses at an additional cost of approximately $1 million but was 
prevented from doing so because the Board of Commissioners of which you were 
a member refused to authorize their use through the streets of Georgetown. 

In order to present the real picture, Mr. Commissioner, do you not think 
that these facts should also have been stated in your letter? 

You recited in your letter the dividends paid by the company from 1950 to 
date. 

Do you not feel, Mr. Commissioner, that in setting forth the dividends paid 
you should have also stated that these dividends, except for the year 1952 when 
a special dividend was declared, were not in excess of a fair return as fixed by 
the Public Utilities Commission for the use of its property devoted to public 
service? 

With respect to the special dividend declared in 1952, do you not feel that in 
fairness you should have told the Congress and the public that the money to pay 
this dividend was earned by nontransit properties not included in the com- 
pany’s rate base, and not one penny was contributed by the riding public? 

Do you not also feel that you should have stated in your letter that after pay- 
ment of this special dividend the total return to the stockholders from the time 
the company was organized in 1933 was less than 2 percent? 

You also state in your letter that during the years from 1949 to 1954 the com- 
pany was granted four fare increases by the Public Utilities Commission. Is 
there anything sinister or wrong in this when the Public Utilities Commission 
by its own admission has stated that this company has never earned a fair re- 
turn as required by law since the end of the Second World War? 

Would it not also have presented a more accurate picture, Mr. Commissioner, 
if vou had stated to your letter that while it was true that 4 fare increases 
had been granted between 1949 and 1954, it was also true that 6 wage increases 
had been granted between July 1, 1949, and July 1, 1955, which increased the wage 
rate from $1.45 an hour to $1.90 an hour and that in addition labor had been 
granted many very costly and expensive fringe benefits which brought the pay 
hour cost to the company to $2.59 per hour. 

Before placing the entire blame for this strike on the company, do you not 
think that in fairness you should have advised Congress and the public as to 
wage rates paid in this area by other transit companies? These rates are: 


Per hour 

80 

2 

W. M. & A., owned by employes . . 60 
Silver Spring Transit Co . 40 
Baltimore, Md M0 
Richmond, Va _58 


In your letter you quote certain portions of the so-called Payne renort which 
are critical of the dividend policy of the company. One quotation is: 

“* * * as a course of action wholly inconsiderate of the public interest. 
wholly inconsistent with the philosophy of fair and reasonable return to the 
owners of a regulated utility, and wholly inconsistent with the stated intentions 
of representatives of the Wolfson group before the ICC.” 

How can it be fairly stated that the attitude is wholly inconsistent with the 
philosophy of a fair and reasonable return to the owners of the property when 
the Public Utilities Commission has publicly stated that this company has never 
earned a fair return since the end of the war? 
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Do you not think, Mr. Commissioner, in presenting this picture to Congress 
and to the public you should have stated that one of your fellow Commissioners 
has stated to a member of Congress that the company was rendering good serv- 
ice and was efficiently managed? Do you not think that you should also have told 
Congress that you had also made the same statement ? 

Do you not feel that in referring to the Payne report you should have advised 
Congress that this report stated : 

“It can be concluded from the study that the management of Capital Transit 
Co. does a generally good and efficient job of operating the service on a day-to- 
day basis. 


a = a a * * * 


“No illegal actions on the part of Louis E. Wolfson and his associations were 
discovered in the operations of the Capital Transit Co.” 

It is a fact well known to you and your staff that never once since the present 
management took control of the company has the Public Utilities Commission 
ever charged or contended that this company was failing to render adequate 
service to the public. 

In order to present the picture accurately, do you not feel, Mr. Commissioner, 
that these facts should also have been made known to Congress and the public? 

In your letter you state: 

“Throughout the negotiations for a new labor contract, the company has main- 
tained that it could not grant merited increases to its employees until it first 
received or was granted an increase of income.” 

How, Mr. Commissioner, in fairness, could you make this statement when 
you and your staff well know that this company had offered labor an increase of 
10 cents an hour for a truce period of 120 days and had agreed to take its chances 
that the Public Utilities Commission would grant a promjn fare 
meet this increased cost? 

In your letter you also quote Mr. Wolfson as saying that the company cannot 
give its employees more money for the simple reason that it does not have it. 
That isolated statement does not present the true picture, as you well know. 
You are fully aware of the fact that I have stated to you openly and personally, 
over and over again, that the company does have money but that it has no money 
to meet the demands of labor unless increased revenue is provided. It must be 
obvious to you as it is to anyone with the slightest knowledge of business, that 
a company must have sufficient revenue to pay its operating costs and that one 
of its operating costs is the wages it pays its labor. 

You state that contrary to the claims of lacking money, the company earned a 
net income before income taxes of about $1,126,000 in 1954. We cannot find 
this figure on our 1954 balance sheet. 

It is well known to you that auditors of the Public Utilities Commission are 
permanently stationed at Capital Transit Co. and have daily knowledge of the 
financial affairs of the company. You also must know that monthly financial 
reports of this company are furnished to the Public Utilities Commission as is 
also its annual report to stockholders. The annual report for the year 1954, 
certified as accurate by the well-known accounting firm of Price Waterhouse & 
Co. shows a net income for the year of $638,328. If this figure were inaccurate 
it is strange that the auditors of the Public Utilities Commission have accepted 
it as true. 

It is, therefore, inconceivable to me that such a misstatement should be con- 
tained in your letter unless it was for the deliberate purposes of presenting a false 
and misleading picture. 

You also state that on May 31, 1955, the company had earned surplus of 
$2,070,990 and cash of $2,663,025. These figures are correct but you and your 
staff knew that the cash figure was one of the items making up total current 
assets of $4,266,771 as of May 31, 1955. However, you failed to state the very 
important fact that this same balance sheet shows current liabilities of 
$3,159,114.53. Therefore, a mere statement of assets without any mention of 
liabilities presents a distorted and misleading picture. 

It is also stated in your letter that the company on April 1, 1955, increased 
its quarterly dividend from 20 cents per share to 30 cents per share, Apparently 
this statement was intended to create the impression that the company was 
increasing its dividend without any consideration of its obligations to the public. 
What you failed to state and what you well knew was that for the last 2 
quarters of 1954 the company, pursuant to a written agreement with the Public 
Utilities Commission, entered into in August of last year, reduced its last 2 


increase to 
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quarterly dividends from 40 cents to 20 cents per share and that this same agree- 
ment specifically provided that the April dividend should be 30 cents a share. 
Do you not feel, Mr. Commissioner, that in fairness you should have stated that 
the April dividend was pursuant to an express written agreement with the Public 
Utilities Commission ? 

Finally, in your letter you state: 

“The attitude of the present management of the company poses a threat 
of paralysis to essential mass transit service which in this year can be provided 
only through use of the company properties. If the company persists in its dis 
regard of its franchise obligations, the public order will be in jeopardy.” 

In the light of the above facts, it is difficult for me to see how you can state 
that the company has persisted to disregard its franchise obligations. Appar- 
ently you feel that the company has disregarded its franchise obligations be- 
cause it has refused to grant labor a wage increase many times its net income. 
On the contrary, to grant such an increase, in the unanimous opinion of the 
board of directors of the company, would jeopardize the financial stability of 
the company, prevent it from carrying out its franchise obligations, and shortly 
force it into bankruptcy. 

In view of the inaccuracies and omissions contained in your letter, it seems 
to me that you deliberately attempted to withhold all the facts from Congress 
and the public. 

Yours very truly, 


7 _ J. A. B, Broapwater, President. 
(The letter of Samuel Spencer, President, Board of Commissioners 


of the District of Columbia, to Senator Neely, chairman of the Com- 
mittee on the District of Columbia, is as follows :) 


JULY 18, 1955. 
Hon. MATTHEW M. NEELY,’ 
Chairman, Committee on the District of Columbia, 
United States Senate, Washington, D.C. 


My Dear Senator NEELY : The Commissioners of the District of Columbia have 
the honor to submit to you herewith a draft of a proposed bill to amend joint 
resolution entitled “Joint resolution to authorize the merger of street-railway 
corporations operating in the District of Columbia, and for other purposes,” 
approved January 14, 1933, and for other purposes. 

Shortly after midnight of June 30, 1955, there was a strike by the employees 
of Capital Transit Co. and since that time the public transportation service 
vehicles of the said company have not been operated. The cessation of service 
by Capital Transit Co. has had serious impact upon the public interest and all 
business in the District of Columbia. The functions of the Governments of the 
United States and the District of Columbia, and of the agencies of the said Gov- 
ernments, have been impaired. The Commissioners have used every means within 
their command to bring about the resumption of transit service. Up to the 
present time, their efforts have been without success. 

After thorough consideration of all relevant circumstances the Commissioners 
have reached the conclusion that the long-term attitude and actions of the 
Capital Transit Co. management culminating in the emergency created by the 
stoppage of the transit service calls for the exercise of powers they do not now 
possess. This conclusion has been reached with the greatest reluctance, but in 
the belief that it is the best means of restoring public transportation service 
in the District of Columbia. As a last resort, the Commissioners recommend 
that legislation be enacted (1) to terminate the franchise of the Capital Transit 
Co. and (2) to grant the Commissioners power to take possession of and operate 
the properties of Capital Transit Co. as may be necessary during the 1-year 
period until the termination of the franchise legally becomes effective. 

The reasons which have led the Commissioners to recommend the termination 
of the franchise of the company relate to certain events which have taken place 
in the history of the Capital Transit Co. going hack to 1949 when the present con- 
trolling interests in the company acquired control. 

In 1949 Louis E. Wolfson and persons associated with him sought to purchase 
a controlling interest in the stock of the Capital Transit Co. Under the law it 
was necessary for the Interstate Commerce Commission to approve this purchase. 
It is interesting to note that after a full hearing Mr. Vernon Baker, the examiner 


? Also sent to Hon. Sam Rayburn, Speaker of the House of Representatives. 
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who heard this matter, recommended disapproval of the purchase. The report 
of Division 4 of the Interstate Commerce Commission, dated September 2, 1949, 
contains the following statement: 

“The examiner recommended denial of the application because, in his opinion, 
applicants had failed to establish by competent witnesses that the proposed trans- 
action would be consistent with the public interest, noting in particular that only 
one of the applicants, Weinstein, was present at the hearing as a witness; that 
the record was wholly lacking in evidence which would show, and it was not 
claimed, that the transaction would benefit in any way the carriers or the public 
which they serve; that, on the other hand, applicants admittedly have had no 
experience in transportation, live in places far removed from the territory in 
which the carriers concerned operate, and presumably have no knowledge of or 
interest in the problems of the public in that territory; and that acquisition of 
control of the carriers by persons so unqualified by knowledge and experience, 
and whose sole purpose is to obtain a reasonable return on their investments, 
would present definite hazards to the continued performance by transit and 
bus lines of adequate transportation service to the public.” 

Mr. Doran 8. Weinstein, who became a vice presjdent of Capital Transit Co. 
after the Wolfsons acquired control, testified as follows before Examiner Baker: 

“EXAMINER. As I gather from the testimony, your primary purpose in buying 
this stock is not to run a public utility, but as a means of earning income from 
your money? 

“Witness. That is right, sir. 

“EXAMINER. Do you propose to actively participate in the activities of the 
Capital Transit Co.? 

“WitNess. We have no plans to that effect, sir. Our only interest in that 
respect is to protect our investment.” 

Division 4, however, did not adopt the recommendation of the examiner but 
approved the purchase. 

Shortly thereafter the Wolfson interests purchased approximately 45 percent 
of the stock at a price of $20 per share. Their total investment at that time was 
$2,189,000. They subsequently increased their holdings to 52 percent. On Decem- 
ber 81, 1949, the earned surplus of the company was $5,166,258. On May 31, 
1955, earned surplus was $2,070,990, or a reduction of $3,095,268 since the Wolf- 
son interests acquired control of the company. On December 31, 1949, the com- 
pany had in cash $2,734,888, and marketable securities of $4,005,353, or a total of 
cash and marketable securities of $6,740,241. On May 31, 1955, the company had 
cash of $2,663,025 (but no marketable securities), which shows a reduction be- 
tween the aforesaid dates in cash and marketable securities of $4,077,216. 

The annual dividend rate at the time the Wolfsons bought control was $2 per 
share. In 1950 dividends were paid at the rate of $3 per share, in 1951, $4, in 
1952 $15.60 ineluding a special dividend of $10.00, in 1953 $6.40, and in 1954, 
$6.02, including a dividend in kind of $1.22 per share. These figures are before 
the 4 to 1 stock split. These increases in dividends are in sharp contrast to the 
continuous decrease in earnings from $5.96 per share in 1951, to $4.40 in 1952, to 
$4 in 1953, to $2.64 in 1954. 

Between September 1949, and May 31, 1955, under the present management of 
Capital Transit Co., dividends have been paid in cash in the amount of $8,808,000. 
There was also a distribution in kind with a total book value of $518,330. The 
total amount, therefore, of cash dividends and distribution in kind, treating the 
distributions in kind at the stated book value, amounts to $9,326,330. Stated in 
another way, this amounts to $38.86 per share on the basis of the shares before 
the split of the stock by the present management. 

During the years from 1949 to 1954 the company was granted four fare increases 
by the Public Utilities Commission. 

Primarily because of the policies pursued by the Capital Transit Co., after the 
Wolfson interests acquired control, the Senate on July 28, 1953, passed a resolu- 
tion ordering a complete investigation of public transportation in the District of 
Columbia. The investigation was made by a subcommittee headed by Senator 
Frederick G, Payne. 

This subcommittee, after a complete investigation of public transportation 
serving the District of Columbia, in its report (S. Rept. No. 1274 of the 83d 
Cong., 24 sess.) said, in reference to Capital Transit Co., on pages 39 and 40: 

“The real question which arises out of the present dividend policy is whether 
management is depleting the resources of the company to the point where its . 
ability to render service may be impaired either now or in the foreseeable future ; 
whether at some time in the future the management will have stripped every- 
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thing of value from the company and will then not be able to produce the neces- 
sary capital to provide adequate equipment to serve its patrons.” 

On page 41 of that report, the committee said it views the Transit Co.’s recent 
dividend policy under the Wolfson management “as a course of action wholly 
inconsiderate of the public interest, wholly inconsistent with the philosophy of 
fair and reasonable return to the owners of a regulated utility, and wholly 
inconsistent with the stated intentions of representatives of the Wolfson group 
before the ICC,” 

Under “Chapter VII: General Management Policies of Capital Transit Co.,” 
the Senate subcommittee concluded with this paragraph: 

“Phe general managerial attitude of the Woifson group toward the problems 
previously discussed in this section and their public statements clearly indicate 
that they place their own private financial interests above those of the public 
in their operation of Capital Transit Co. This attitude has given credibility to 
the widespread public belief that the Wolfson group is ‘milking’ the Capital 
Transit Co. preparatory to dumping the system on the Government. Whether 
this is the intent of the group the subcommittee cannot, of course, conclusively 
determine; but there are strong indications that this well may be their ultimate 
goal.” 

There have been other indications of an attitude on the part of the present 
management of the Capital Transit Co., which place private benefit and profit 
ahead of the paramount public interest in the operation of property devoted to 
public service. 

Mr. Wolfson, chairman of the board of directors, testified under oath before 
the Public Utilities Commission in that body's investigation of current financial 
practices and position of the company (formal case No. 433) on April 6, 1954, 
that in an interview with Mr. Richard Fryklund, which appeared in the Sunday 
Star of March 28, 1954, he had stated as follows: 

“IT have a responsibility to see that the stockholders of Capital Transit get 
a fair return. If there is no fair return, then I will have to take other action 
to protect their equity. If necessary, I will even go so far as to liquidate the 
company. I'll protect the stockholders, within the limits of the law, in spite of 
anything, including Congress and the Public Utilities Commission” (transcript, 
pp. 74-75). 

In his testimony before the Commission Mr. Wolfson stated that in the inter- 
view cited he had also said that he was 100 percent opposed to liquidation of 
any corporation. 

Mr. Broadwater, president of Capital Transit Co., testified before the Pub- 
lic Utilities Commission in the same proceeding, that he had made a speech at 
a joint meeting of the Public Utilities Committee and Railroads and Transit 
Lines Committee of the Washington Board of Trade on February 26, 1952, in 
which he said that Capital Transit must have assurance of a return of at least 
7% percent on its investment, and that officials of the company would not stand 
idly by and see the stockholders suffer financially or see the company destroyed 
(transcript, pp. 5383-534). The president of the company further testified in 
that proceeding that he had written a letter under date of January 2, 1954, to 
the Honorable Frederick G. Payne, chairman of the Senate subcommittee, in 
which he said, among other things : 

“Under these circumstances the day is fast approaching when private owner- 
ship would have to give serious consideration as to whether it wants to con- 
tinue operation or whether it would be more prudent to surrender its franchise 
and liquidate its investment” (transcript, p. 535, formal case No. 433). 

On June 6, 1955, the Capital Transit Co. filed with the Public Utilities Com- 
mission of the District of Columbia a request for a fare increase. The company 
case was presented in public hearing on June 21, 22, and 24. Cross examina- 
tion is presently scheduled to begin on July 25, 1955. On July 7, 1955, the Pub- 
lic Utilities Commission issued a press release stating its concept of its powers. 
This statement indicated that the regular rate case could not be coneluded forth- 
with but that a company request to offset the cost of a new labor contract with 
a compensating fare increase could be acted upon promptly. 

The present stoppage of service of the Capital Transit Co. began on July 1, 
1955, after expiration of a 3-year contract between the company and National 
Capital Local Division 689, Amalgamated Association of Street, Electric Rail- 
way and Motor Coach Employees of America. Throughout the negotiations for 
a new labor contract, the company has maintained that it could not grant merited 
increases to its employees until it first received or was guaranteed an increase 
of income. 
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In a hearing before the Senate District Subcommittee on Public Health, Edu- 
cation, Welfare and Safety, on July 12, 1955, Louis E. Wolfson, chairman of the 
poard of directors of Capital Transit Co., in his prepared statement submitted 
to that committee, referred to the demand of his striking employees for increased 
vages and said: “We feel that they are entitled to a fair increase.’ Later in 
the prepared statement is found the following paragraph : 

“Without additional revenues, we cannot begin to meet union requirements 
We cannot give our employees more money for the simple reason that we don’t 
have ag 

This testimony of the chairman of the board clearly and succinctly states the 
position that management has taken consistently, during the efforts by the 
Commissioners to bring about negotiations looking to the settlement of the 
strike. This position places the protection of present profits above franchise 
obligations of service even to the point of completely stopping transit service. 

Contrary to the company claims of lacking money, the facts are that the com- 
pany earned a net income before income taxes of about $1,126,000 in 1954; on 
May 31, 1955, had an earned surplus of $2,070,990 and cash of $2,663,025 


; and 
on April 1, 1955, increased its quarterly dividend from $0.20 per share (after 
{to 1 split) to $0.80 per share. 

The facts hereinabove stated support the conclusion stated by the Committee 
on the District of Columbia in Senate Report No. 1274, 83d Congress, 2d session, 
at pages 62 and 68 thereof, that the attitude of the present management indi- 
cates that it places private financial interests above the public interest in the op- 
eration of Capital Transit Co. These facts together with other information that 
has been presented to the Commissioners lead them to the conclusion that the 
proposed legislation to repeal the franchise of Capital Transit Co. is necessary in 
the public interest. 

The power to take possession of and operate the Capital Transit Co. property 
and assets as May be necessary during the final year of the franchise period is 
regarded by the Commissioners as purely corollary to the termination of 
franchise. The attitude of the present management of the company poses a 
threat of paralysis to essential mass transit service which in this year can be 
provided only through use of the company properties. If the company persists 
in its disregard of its franchise obligations, the public order will be in jeopardy. 
The Commissioners consider that the powers requested in the recommended 
legislation are necessary in the public interest. 

Respectfully, 
—., President, 
Board of Commissioners, 
District of Columbia. 


A BILL To amend the joint resolution entitled ‘Joint resolution to authorize the merger 


of Street-railway corporations operating in the District of Columbia, and for other 
purposes,” approved January 14, 1933, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is hereby declared that the business 
of mass transportation of persons for hire in the District of Columbia is clothed 
with a public interest and is essential to the proper functioning of the Govern- 
ment of the United States and the Government of the District of Columbia. The 
continuous, uninterrupted and proper functioning of such business in the District 
of Columbia is hereby declared to be essential to the welfare, health and safety 
of the public, including the civilian and military personnel of the Government oy 
the United States located in the District of Columbia and the metropolitan area 
of Washington. It is declared to be the duty of any common carrier holding a 
franchise from Congress to engage in the business of mass transportation of 
passengers for hire in the District of Columbia to use every reasonable means 
within its power to perform its franchise functions. The Capital Transit Com- 
pany in the District of Columbia has disregarded its franchise obligations to 
render public service and has forfeited its right to enjoy franchise privileges. 
Therefore it is necessary in the public interest to repeal the franchise of the 
Capital Transit Company and grant the Commissioners of the District of Colum- 
bia the authority hereinafter set forth. 

Sec. 1. The joint resolution entitled “Joint resolution to authorize the merger 
of street-railway corporations operating in the District of Columbia, and for 
other purposes,” approved January 14, 1933 (47 Stat. 752, Ch. 10), is amended by 
adding at the end thereof the following section : 
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“Seo. 14. All rights of franchise of Capital Transit Company created by this 
Resolution are hereby repealed in accordance with the terms of section 13 hereof.” 

Sec. 2. In addition to their other powers, the Commissioners of the District 
of Columbia are, during the remainder of the franchise period, authorized and 
empowered to take temporary possession of any and all property and assets of 
Capital Transit Company, after giving notice thereof to the Company in writing, 
and to operate the same in the District of Columbia for and on behalf of the said 
Company for the duration of any stoppage of service during said period. If upon 
being advised by the proper officials of Capital Transit Company that the Com- 
pany is ready to resume operation of its properties, the Commissioners so find, 
they shall release and turn back to the management of such Company its proper- 
ties and assets. The authority to take possession and operate herein granted 
to the Commissioners is expressly declared to be emergency legislation enacted to 
carry Out the intent and objectives of Section 1 hereof, and shall not be deemed 
in any way to indicate a future policy concerning conditions which may arise in 
other circumstances. 

Seo. 3. In carrying out the powers herein authorized, the Commissioners are 
empowered to make and enforce such regulations and to issue such orders as 
they may deem necessary and appropriate to carry out the authority herein 
granted. The Commissioners are authorized to exercise such power, authority 
and discretion herein granted by and through such agents or officers as they 
may direct, in conformity with such rules and regulations as they may prescribe. 
The District of Columbia, the Commissioners and their agents shall not be liable, 
individually or officially, to suit or action or for any judgment or decree for any 
damage, loss, or injury claimed by any person for any action taken pursuant to 
the authority granted by this Act, or for any act of commission or omission of 
Capital Transit Company or any officer or employee thereof. Any taxes due 
the Government of the United States or the Government of the District of 
Columbia from the Capital Transit Company during the period of the possession 
and operation herein granted shall be charged against and deducted from the 
revenues derived from operation while the property is being so operated. All 
taxes due from the Capital Transit Company for a period or periods prior to 
governmental possession shall be paid from and out of the property and assets 
taken over from the company. 

Sec. 4. All actions at law or in equity may be brought by and against Capital 
Transit Company during the governmental possession of its property under the 
authority herein granted. In such actions no defense shall be made that Capital 
Transit Company is an instrumentality or agency of the Government of the 
United States or the Government of the District of Columbia. No actions now 
pending in or before any court or administrative agency shall be affected by 
the governmental possession or operation of the property and assets of Capital 
Transit Company authorized by this title. 

Sec. 5. Upon assuming the authority herein granted, it shall be the duty of 
the Commissioners to offer employment to all officers and employees of Capital 
Transit Company who were employed by the said Company at the time of stop- 
page of service who are found by the Commissioners necessary to perform the 
duties herein required, at rates of pay which shall be fair and reasonable: 
Provided, however, That if during the period when the property of Capital 
Transit Company is being operated by the Commissioners the said employees 
become entitled by negotiation or by other lawful manner to wages at a higher 
level retroactive to a date which falls in the period of operation by the Com- 
missioners, the Commissioners shall make such retroactive payment out of the 
revenues received from operations or from other assets of Capital Transit Com- 
pany in their possession. The employees engaged by the Commissioners under 
the authority herein granted shall be deemed to be employees of Capital Transit 
Company. Nothing herein shall prevent the employees or a bargaining agent 
or representative of such employees from continuing bargaining negotiations with 
the management of Capital Transit Company. The fares to be charged for the 
services rendered to the public in the operation of Capital Transit Company 
shall be those established from time to time by the Public Utilities Commission. 

Sec. 6. The authority herein granted shall be temporary and shall be exer- 
cised only when necessary to render such essential transportation service in the 
District of Columbia as the Commissioners may determine, and shall not be 
deemed to be authority to take, expropriate, or hold title to the properties of 
Capital Transit Company. The operation herein authorized shall be deemed for 
and on behalf of Capital Transit Company and shall not deny it the right to 
bargain with its employees or their bargaining agent nor deny it the right to 
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take over the operation of its properties when the Commissioners are satisfied 
that the management can and will satisfactorily carry on its franchise duties. 


Sec. 7. The revenues received from the operation of the properties of Capital 
Transit Company shall be used to carry on the business and to pay the costs 
and expenses incident to taking over such operation and they shall be accounted 
for to the appropriate officers of Capital Transit Company, and receipted for, 
when such temporary operation shall be discontinued. All revenues so received 
shall be deemed to be the property of Capital Transit Company and shall be used 
for and on its behalf in carrying out its franchise obligations. After payment 
of all such costs and expenses, any balance shall be accounted for and returned 
to Capital Transit Company. The net income to be realized from this emergency 
operation shall be deemed to be reasonable compensation to Capital Transit Com- 
pany for the use of its property during the said operation. 

Sec. 8. It shall be unlawful for any person to interfere with or to obstruct 
the Commissioners, in any way, in the taking possession of or in the operation 
of the property of Capital Transit Company, or any person engaged in the per- 
formance of any of the powers herein granted. Any person violating the provi- 
sions of this section shall be guilty of a misdemeanor and shall be fined not 
less than $25.00 nor more than $1,000.00, or imprisoned not more than twelve 
months, or both. 

Sec. 9. There is hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, such amounts as may be necessary, if 
any, over and above the revenues received from operations herein provided for, 
to carry out the provisions of this Act. 


Sec. 10. If any provision contained in this Act be declared invalid, such in- 
validity shall not be deemed to affect or impair the validity of the remainder 
or of any other part of this Act. 

Senator McNamara. Senator Morse, the question has been raised 
by the Chairman of the District Commissioners as to whether this bill 
that was introduced in the Senate this morning as 8S. 2597 would make 
it harder for them to proceed with some form of transportation in the 
District, or whether it would give them all the authority that they 
would have in 8S. 2576. 

Senator Morse. If you will permit me I will make a very brief state- 
ment about the reasons for the introduction of my bill. 

Senator McNamara. May I interrupt you for just a minute? Mr. 
Broadwater, I understand you are having a little difficulty hearing 
back there. We would like to have you move up to the table so you 
can hear a little better. 

Senator Morse. And Mr. Jones and Mr. Giddings, if you would like 
to come up. 

Senator McNamara. Pardon the interruption. 

Senator Morse. I wanted to make a very brief statement about the 
purposes of my bill. I want the Commission to understand that I 
stand by my sponsorship of the bill that you proposed. I proposed 
the bill in the alternative, because when the committee met yesterday 
afternoon, questions were raised by some members of the com- 
mittee about the seizure provisions of your bill. In my judgment a 
bill that just simply provides for a cancellation of the franchise, and 
provides authorization to the Commissioners to proceed with what- 
ever contractual arrangements are necessary to supply adequate trans- 
portation for the District during the year until the franchise expires, 
would seem to me to give you all the authority you need under the 
circumstances. This assumes, of course, that the Capital Transit Co. 
doesn’t supply such transportation during that period of time. Ob- 
viously, the company has no obligation to do so if cancellation of the 
franchise is ordered by Congress. 

65386—55——18 
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That is the theory behind the bill. Neither does the bill in any 
way stop you during that period of time from taking any appro- 
priate legal action that counsel may advise you you are able to seek. 

So all I have done is put in an alternative bill. 

Mr. Spencer. The only question I raise, Senator, it seems to me 
that probably it was contemplated that we would make arrangements 
with some other group or groups to provide transportation in the 
District during that 1-year period, and it might take us some time to 
get that worked out. As I understand the bill, we would not have 
authority to take possession and operate the Capital Transit facilities. 
Maybe I don’t understand all the implications of your bill. I have 
only seen it in the last few minutes, and haven’t had an opportunity 
to study it. 

Senator Morse. If the chairman and Senator Case do not object, 
I will read section 3 of the bill that goes to the point that you raise. 

Senator McNamara. May I interrupt you again ? 

Why don’t we have the other members of the Commission move up 
to the table, too; General Lane, and the rest of you. 

Senator Case. I think perhaps it would be a good idea, unless the 
Senators object, that we have counsel for the union and Mr. Bier- 
wagon join the circle. 

Senator McNamara. There is plenty of room up here, come on up. 

Senator Morse. The bill is a very brief bill. I think I will read 
it—there are three sections—and make brief comment on the sections: 

Be it enacted by the Senate and Hoyse of Representatives of the United States 
of America in Congress assembled, That all rights of franchise granted to the 
Capital Transit Company under the provisions of the joint resolution entitled 


“Joint resolution to authorize the merger of street-railway corporations operat- 
ing in the District of Columbia, and for other purposes”, approved January 14, 


1933 (47 Stat. 752), shall terminate upon the expiration of one year after the 
date of enactment of this Act, 


In my judgement that section is necessary in order to cancel the 
franchise, that calls for action by Congress. 

Sec. 2. The Commissioners of the District of Columbia, during the year fol- 
lowing the date of enactment of this Act, may authorize (including authoriza- 
tion under such contractual agreements as may be necessary) such public trans- 
portation within the District of Columbia, in addition to that which may be 
provided by the Capital Transit during such year, as may be necessary for the 
convenience of the public. Such additional transportation shall be furnished 
to the public at such rates and under such terms and regulations as may be 
recommended by the Public Utilities Commission, and approved by the Commis- 
sioners of the District of Columbia, for the purpose of providing a satisfactory 
system of public transportation within the District of Columbia during the year 
following the date of the enactment of this Act. 


All I seek to propose in that section is that during the period of 
withdrawing their operations and liquidating the franchise, so to 
speak, the Commissioners should be given the authority to contract 
and enter into agreements with any source they deem desirable in 
order to supply the transportation. 

May I sav that this does not mean that they cannot enter into agree- 
ments with the Capital Transit Co. It does not mean that conceivably 
they might not work out an arrangement with the Captial Transit Co. 
whereby, by the end of the year, they might wish to recommend con- 
tinued permanent operations of the Capital Transit. Co. 

But what T am seeking to do in this section of the bill is to give to 
these Commissioners home-rule powers in running a transportation 





CAPITAL TRANSIT CO. MATTERS 191 


system, so that the Congress ceases being a city council in running 
a transportation system. 

I have put it in here because we have had the recommendation of 
our city government officials that they believe the situation is such 
that the franchise could be canceled.” And I think Congress ought 
to respect their recommendations and give them that power of self- 
government. 

As I said yesterday, Mr. Chairman and Senator Case, I think this 
is a matter that we ought to place in the laps of the city Commissioners. 
We should give them full authority to proceed to do what is necessary 
as Government officials of the city to provide transportation service. 

The last section : 


Sec. 3. The authority granted under the provisions of this Act shall not be 
deemed to include any right, power or jurisdiction to seize the property and trans- 
portation facilities of the Capital Transit Company, but shall include the right to 
enter into contractural agreements or grant special authority to the Capital 
Transit Company, or other persons or companies, or both, for the purpose of pro- 
viding necessary public transportation. 

What I seek to do in the third section is to make it perfectly clear 
that we are not granting to the Commissioners the power to seize the 
property of thiscompany. We are, however, granting them authority 
to enter into whatever contractural agreements are necessary to pro- 
vide transportation. 

Senator McNamara. I think that answers some of the questions 
raised by the Commissioner. 

Mr. Srencer. Yes, sir, I think it does. 

It does seem to me that it might take us some time to make arrange- 
ments to provide adequate transportation service if we were not en- 
abled to take over the facilities that already exist here. There would 


be a lot ofequipment involved, and it would be a complicated thing to 
set up promptly. 


STATEMENT OF ROBERT E. McLAUGHLIN, MEMBER, BOARD OF 
COMMISSIONERS, DISTRICT OF COLUMBIA 


of equipment now is 6 months—I mean, if you couldn’t find somebo 
who has extra facilities that he would want to bri ing in, 

Senator Morss. I am perfectly willing to speculate a bit. It is not 
my job to tell you how I think you ought to proceed. But I would 
throw out a speculation or two that I think the first. step would be to 
provide emergency transportation in case you weren't able to work out 
a satisfactory arrangement with Capital Transit. 

That leaves us in a position to still work out the contractual arrange- 
ments with Capital Transit if they want to contract. If not, you are 
free to go ahead and contract for your own emergency arrangement. 

And there are such suggestions that have been tried in other cities, 
such as jitney service for a temporary period, letting suburban buses 
come in and deliver their suburban loads to destinations in the city. 
Certainly there may be legal complications, but you are not going to 
get out of this without legal complications, anyway. And I am not 
sure but what the sooner we get it into the courts the better. Goahead 
and exercise the authority that is intended by Congress to be granted 
to you under this bill, and if somebody wants to object to the exercise 


Mr. McLaveutin. May I say that lead time on orders for this type 
y 
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of that authority, let the judicial process determine it, and then meet 
your lead time if you have to, meet your lead time by entering into con- 
tracts for whatever equipment you have to have. 

But I still refuse to believe that this might not be worked out under 
such a grant of authority on an arrangement that would not lead to 
anything as drastic as seizure. 

Senator McNamara, General Lane, do you have some comment ? 


STATEMENT OF BRIG. GEN. THOMAS A. LANE, ENGINEER 
COMMISSIONER, DISTRICT OF COLUMBIA 


General Lane. I believe Senator Morse’s statement contains one as- 
sumption that is contrary to the assumption we made in submitting this 
bill. He assumes that the liquidation of this company would proceed 
during the year after Congress terminates the franchise. It was our 
understanding that the company’s obligation to provide full service 
would extend throughout that year, and that the liquidation would not 
proceed until after the completion of their franchise obligations at the 
end of that year. 

The termination does not reduce the company’s obligation to serve, 
it is merely a notice that their obligations will be ended at the end of 
that period. Therefore, we anticipated that we would be seeking a new 
franchise holder to begin service at the end of the year when the Capi- 
tal Transit service e ended, and not prior to that time. 

Senator Morse. I think as a matter of law you are completely right, 
and I don’t mean to imply that you weren’t, except for the fact that 
you have to stop as you were. The company isn’t going to proceed 
under the present basis, confronted with this strike. It takes the posi- 
tion that it cannot proceed until it has the adequate revenue necessary 
to meet the labor costs. So you have a work stoppage, and while 
that stoppage goes on, this community doesn’t have to sit back with 
the Commissioners lacking power to take the emergency action which 
may be necessary to give them transportation. The bill seeks to give 
you that emergency-power. 

General Lane. The second facet of this problem is that the magni- 
tude of the operation conducted by the Capital Transit Co., I think, 
indicates that it would not be practical to bring additional equipment 
in, or additional operators to take over a substantial part of that oper- 
ation during the year. It would appear essential to have the Capital 
Transit Co.’s facilities during that year. And since, by the terms of 
this franchise, their property is consecrated to this use during the 
terms of the franchise period, we felt that it would be within the 
rights of the Government to insist that they be used for that purpose 
through some kind of a seizure process. 

Senator Morse. There is no question about the power of the Gov- 
ernment to seize if we pass such legislation. But there are policy 
objections that I think would be raised by some, and there are sugges- 
tions for other legal approaches to the matter. 

You have the ‘Broyhill bill as an example. You have the sugges- 
tion as to whether or not there is any court action that might be taken 
by way of an injunctive process without passage of any legislation. 
Of course, my views are well known about the injunctive process. I 
think it should be avoided if it can possibly be avoided . 

Senator McNamara. Senator Case? 
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Senator Case. Mr. Chairman, I have just one question at the 
moment. Have the Commissioners received legal advice on their right 
during the period of 1 year between the time action is taken to cancel 
the franchise and its termination under its terms to operate a transit 
system in the District, or is there an exclusive right still in the Capital 
Transit Co. that operation by the Commissioners would violate ? 

Mr. Srencer. I didn’t hear your question, Senator. 

Senator Case. I will be glad to repeat it. 

Mr. Srencer. Commissioner McLaughlin will answer it. 

Mr. McLaventur. I think I understood it, and I will answer. 

Under the Merger Act there is the power given to the Public Utility 
Commission to grant certificates of public convenience and necessity 
for operations in competition with the Capital Transit Co.. Now, of 
course, quite conceivably that power could be invoked. However, you 
would have to have a company that would be interested in coming in 
here with the possibility, I should think, that Capital Transit would— 
or let’s say, the labor, whichever way you want to put it—that there 
would be a settlement, and Capital Transit might resume within this 
1 year period. 

And I should think it would be rather asking a lot to ask a com- 
pany to come in here and bring in something like 1,200 buses which is 
about what the operation would require with the possibility of being 
pulled back off the street. 

Of course, conceivably, they could be left in competition with the 
Capital Transit Co. if it did resume, but that would be quite a legal 
tangle, I believe. 

Senator Casr. May I ask a further question? Is this a possibility, 
that under its own terms, the franchise is revocable at the end of 1 
year from the date action to revoke is taken, but that it might be re- 
voked immediately for cause, and that such cause might be a failure to 
provide service under the operation, so that the period of a year may 
not be the period we have to take into account. Has that question 
been discussed? Have you had legal advice on that ? 

Mr. McLaueuuin. We haven’t searched that out. Actually, I feel 
that there are acts by this company which might be regarded as 
abandonment of their franchise. But I don’t know whether the 
attorneys in the Public Utilities Commission have checked that par- 
ticular possibility. But it has seemed to me that under the other bill 
it might be possible if a successor were found for Capital Transit Co. 
to take on the operation after the expiration of the year, if it seemed 
to me legally possible. If that operator wanted to enter into the op- 
eration before the expiration of the year, that some legal termination 
or legal abandonment of Capital Transit Co.’s franchise might be 
arranged so that the other company could take over and not have to 
wait until the end of the year. We might ask the Public Utilities 
Commission whether 

Senator Case. Mr. Chairman, I think this is a matter of some con- 
sequence in our consideration of this problem, because if we have 
grounds on which the franchise might be canceled immediately we 
have considerably more freedom of action and I think it would be 
important to know that. If the Public Utilities Commissioner or 
their counsel have any views on that it would be helpful, if we could 
get them. 
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Senator McNamara. You men in the Public Utilities Commission 
move up in the front row. Perhaps your counsel could answer the 
question raised by Senator Case. It does seem to be very pertinent. 


STATEMENT OF LLOYD B. HARRISON, SPECIAL ASSISTANT CORPORA- 
TION COUNSEL, PUBLIC UTILITIES COMMISSION, DISTRICT OF 
COLUMBA 


Senator McNamara. Will you state your name for the record ? 

Mr. Harrison. Lloyd B. Harrison, counsel for the Public Utilities 
Commission. 

I want to say that we haven’t in the time that we have been studying 
this problem, been able to study every facet of the legal problems that 
might arise. But on the specific question that Senator Case has 
asked, I am relying more particularly upon section 13, of what we 
call the Merger Act. That is a franchise act, so to speak, which itself 
provides that Congress reserves the right to alter, amend, or repeal the 


act or the resolution, and then it proceeds with this clause after that 
authority, after that reservation: 


And any and all right of franchise created by this resolution shall terminate 
1 year following its repeal. 

Now, I, myself, read that as being that Congress has said to the 
franchise holder that we will repeal this if we see fit, and we don’t 
have to state cause, if you please, but if we do repeal, that we are 
going to give you 1 year for the liquidation or discontinuance of op- 
eration. My own belief is, sir, that you have to give them a year’s 
notice by your action before you can terminate the franchise. 

Senator Casr. Would that be so, Mr. Harrison, in the event there 
would be considered to be cause for termination by reason of failure 
to perform ¢ 

Mr. Harrison. Senator, I don’t think there is anything in the 
statute that says the right of repeal is terminated by cause or other- 
wise. As a matter of fact, I don’t think Congress has to give any 
reason atall. I don’t think Congress has to do that. 

Senator Case. ! agree with you fully on your last point, and I think 
also for Congress to act without cause a year’s notice of the action is 
certainly necessary but that still doesn’t answer the question. Sup- 
pose there is cause. And it seems to me there could be no greater 
cause than the failure to perform service that the public requires. Is 
the year still necessary before the franchise may effectively be termi- 
nated ? 

Mr. Harrison. I can see other problems that might arise from the 
hypothesis you have stated. I think it is quite obvious that if Capi- 
tal Transit Co. locked up the doors and said, “Gentlemen, we will not 
roll tomorrow,” that we would go into court for some kind of action 
and go in pretty fast. Whether it would be toward cancellation of 
franchise, I don’t know, but according to my thinking, that wouldn’t 
be the first remedy. But it might be for that reason that Congress 
might have the power even under this reservation to cancel in less than 
a year’s time. But, as I say, you don’t know that because if the com- 

any isn’t operating, Congress has the power to see that the public is 
hing served by some kind of transportation service. And only this 
Congress can do it. 
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And I would like to add this other thought to that matter of repeal- 
ing under a year’s time. I read this provision, this reservation as say- 
ing to the franchise holder that, “We are going to give you 1 year’s 
notice if we repeal,” and if you fail to give that notice I would say it 
certainly might Jay the foundation for a valid claim for damages for 
repeal of franchise. 

I say now, however, if you give them that notice there isn’t the 
slightest ground for any validity for any claim for damage on ac- 
count of repeal, as I see it. 

Senator Case. I understand but I still want to point out that this 
has a number of complicating effects, and one is that—the one sug- 
gested by Mr. McLaughlin—that interim operation by the Commis- 
sioners of a transit system of some sort would be more difficult if the 
Commissioners are faced by the possibility that at any time during the 
year the Capital Transit Co. might make an arrangement with its em- 
ployees and offer to, and, therefore, under this theory have the right 
to, come in and give service. And that complication could be elimi- 
nated if it were possible for cause to make an immediate termination 
of the franchise for all time. 

Mr. Harrison. If I may add, I think all of this can be accomplished 
under the enactment of S. 2576, or under the bill that Senator Morse, 
I understand, introduced today, S. 2597, I believe. 

Senator Casr. I wouldn’t question that it could, if the first of the 
two bills should become law. As to what would happen under the 
second bill, I am not quite so sure. I haven’t considered that fully be- 
cause Mr. McLaughlin raised the point in regard to Senator Morse’s 
later bill just now, that it would be difficult for the Commissioners to 
make contractual arrangements with an outsidey if the Commissioners 
and the outside party were faced with the possibility of immediate re- 
sumption by the Capital Transit Co. at any time. 

Of course, this is one of the reasons, although none of us like seizure, 
that seizure is in the picture, it seems to me, not because we want to do 
it, but because it may be the only practical answer to the situation. 

"This occurred to me, Mr. Chairman and Senator Morse, that pos- 
sibly if we and the committee in its judgment and the Senate and the 
House should agree, that seizure might be authorized unless the com- 
pany waived its right to come back during this period, or agreed to 
cancel its right to ‘operate during the year, thus making it perfectly 
clear that we are not acting because we like to seize property, but 
because in the circumstances in which we find ourselves, we have no 
practicable alternative. 

Mr, McLaveutry. I might just point out legally, it is my recollec- 
tion that there is a line of cases going to this question as to whether, 
where the termination of the franchise is not stated in the legislation 
itself, the franchise is revocable at all. Even in those circumstances, as 
I recall it, there are legal situations where abandonment, a legal aband- 
onment of the franchise might be found by the courts. 

Here, we have a less extreme situation, where there are provisions 
for revoking the franchise on a year’s notice. And I think that you 
would still have the same situation, or at least as favorable a situation 
in the courts in determining, when those services provided, whether 
there has been a legal abandonment of the franchise. 

Senator McNamara. Are there any further questions from the 
Commissioners ? 
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Senator Case. I would like, if they would care to do so, for the 
Commissioners to have an opportunity to comment on the company’s 
letter which was sent in response to the Commissioners letter to us. 

Mr. Spencer. I might say, with respect to that, Senator, that the 
purpose of our letter of June 18 addressed to Senator Neely was to 
state the reasons why we feel that the action of the Capital Transit 
Co. over a period going back to 1949 have been such as to justify the 
Congress in terminating their franchise; that the letter did not pur- 
port to state a full history of all the facts connected with the Capital 
Transit Co., but it was our understanding that before any act was 
taken by the Senate District Committee on this matter, that there 
would be a full opportunity for the company to be heard and present 
any facts that it wished to in order to sustain its right to continue to 
hold its franchise. And I wrote Mr. Broadwater yesterday after I 
received his letter and pointed out to him that he would have a full 
opportunity to state whatever facts he felt were relevant. 

Senator McNamara. Does that satisfy you, Senator? 

Senator Case. I am satisfied. I just wanted to be sure that the Com- 
missioners had the opportunity to make any comments they wished. 

Mr. Srencer. His letter is primarily directed at a lot of things that 
he said we did not state, and our letter did not purport to state all the 
facts. It purported to give the reasons why we think this franchise 
should be terminated. 

I think that is all the comments I have. 

Senator Morse. I would like to add this, Mr. Chairman. As Mr. 
Spencer says, I think the Commissioners should be commended with 
respect to the dignity and the form of their letter. As I read your 
letter, I judged that the conclusion you wanted the Congress to reach 
on the basis of your presentation was that, as controlling city officials 
of this District, you believe that you should be put in position to nego- 
tiate for the granting of a franchise to a new company, because you do 
not believe that this company should be allowed to continue to operate 
a transit system in the District. Is that the conclusion that you wanted 
us to reach ? 

Mr. Spencer. Senator Morse, that is why I stated yesterday at the 
hearing that I think as the Congress we ought to delegate to these Com- 
missioners the governmental authority to run the District and stop 
trying to run it ourselves, in connection with the transportation 
system. 

" Senator McNamara. Thank you. Any further question on that 
point, Senator Case ? 

Senator Case. No. 

Senator McNamara. Does the Corporation Counsel’s office have a 
further statement or anything they want to put in the record at this 
time ? 

Mr. West. No, I have not, Mr. Chairman. 

Have you anything more, Mr. Harrison ? 

Mr. Harrison. I don’t know whether I do or not. I would like to 
say this. There are many things I could say, or would like to say. If 
Mr. Broadwater’s letter, as reported in the Star which I read—and I 
have not seen it—is in this file, then I shoud like to submit to the com- 
mittee either now or at a later time just some things. 
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And then, may I say this, while I don’t see in that letter a denial of 
a specific statement of fact, in the letter of the District Commissioners 
to the Congress, on the other hand, they said: “But you didn’t tell us 
all.” I would point out that I had little to do with that letter, and 
I think it was directed to me as much as anybody else, but that letter— 
and it is not my letter, you understand—but the letter, itself, is not 
intended to be as Mr. Spencer of the Commission said, an audit of the 
company’s books. But Mr. Broadwater is just as guilty of neglecting 
telling all the facts in his “why ?” questions as the Commissioners have 
been. Mr. Broadwater mentioned in his letters, to illustrate one 
point—and I could name others—that during this period that is cov- 
ered by the Commissioner’s letter, the company retired $9 million in 
bonds, and it bought 2 or 3 million dollars in buses. But Mr. Broad- 
water did not tell this committee that in that same period the com- 
pany collected from fares, if you please, from the public, approximate- 
ly $12 million of return of capital by way of depreciation accruals that 
he could use, and did use, out of the same fund, cash, not only to pay 
dividends, to pay bonds, and to buy those buses. 

So, he hasn’t given you the whole picture either. And a lot of other 
things might be mentioned. 

Senator McNamara. If there is no objection, the record of this sub- 
committee will be kept open for such statement as you care to have 
entered, in relation to what you have said, 

General Lane? 

General Lanz. Mr. Chairman, I believe there is one statement in 
Mr. Broadwater’s letter which should be corrected for the record. He 
referred to a suggestion during negotiations that a settlement be made 
in the neighborhood of 8% cents an hour. And as reported in the news- 
paper, his letter states that this suggestion was flatly rejected by labor. 
My recollection of the incident is that the suggestion was flatly rejected 
by management. 

Senator McNamara. Well, the record should show, and I presume 
these are the matters that the counsel for the Public Utilities wants to 
enter into the record at some later date. We will keep the record open 
for this purpose for a reasonable time. 

Do either of you Senators want to address any questions to the Corp- 
oration Counsel ? 

Senator Morsg. No. 

Senator Casz. No. 

Senator McNamara. Then, we would like to hear from the president 
of the union. 


STATEMENT OF WALTER J. BIERWAGEN, PRESIDENT, ACCOM- 
PANIED BY BERNARD CUSHMAN, COUNSEL, LOCAL DIVISION 689, 
AMALGAMATED ASSOCIATION OF STREET ELECTRIC RAILWAY 
AND MOTOR COACH EMPLOYEES OF AMERICA, AMERICAN FED- 
ERATION OF LABOR 


Senator McNamara. If there is any comment you want to make at 
this time, in view of the developments that have taken place since we 
last heard from you, or what has taken place here today, we would like 
to hear it. 


65386—55——14 
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Mr. Brerwacen. For the record, my name is Walter J. Bierwagen. 
I am president of Division 689 of the Amalgamated Association of 
Street Electric Railway and Motor Coach Employees of America, 
A. F. of L. 

I can only state at this time that so far as the union is concerned, no 
progress has been made since the last meeting of this committee. 

But in reference to the matters in particular before the committee 
today, I would like to say this. The union takes no position with 
reference to that part of S. 2576 which deals with the revocation of 
the franchise or the seizure of the Capital Transit Co. Those letters, 
it seems to us, are in the field of management, and the relationship be- 
tween management and the community. Since these appear to be 
management concerns. to the relationship between management and 
the community, we do not feel it appropriate for the union to com- 
ment on this phase of the proposed legislation. 

We have a very real interest, however, in those sections of the bill 
which relate to the employees of the Capital Transit Co. At a previ- 
ous hearing before the committee, we advised the committee that in 
connection with any seizure legislation, we would expect that the 
legislation would preserve the right of employees to bargain col- 
lectively through the union with the seizing agent, the right to arbi- 
tration, and to invest the seizing agent with authority to engage in 
this process, and make improvements in the wages and working con- 
ditions of the employees. 

We understand that it is the intention of 2576 to embody these 
principles. Perhaps the language of section 6 should be broadened 
to make clear that intention, or perhaps a statement by the chairman 
of the committee to the Senate would also carry out that invention. 

We wish to emphasize the real concern of the union as to the plight 
of the public in the District as a result of the refusal of the Wolfson 
management to seriously seek a fair settlement with its employees. 

The public has been deprived of service. This union has done 
everything that could reasonably be expected of it to provide service 
to the public. Long before the strike it offered to arbitrate all the 
issues in dispute. Repeatedly, thereafter, the union proposed various 
forms of arbitration in an effort to obtain service for the public. 

Let us review those proposals. 

The union offered to arbitrate under section 2 of the agreement 
which, in fact, requires arbitration of the dispute. Subsequently, 
when the management refused this offer, the union indicated its will- 
ingness to accept a 30-day truce and to arbitrate at the end of the 30 
days, with a third member of the arbitration board to be appointed 
from a list of names furnished by either the Federal Mediation and 
Conciliation Service or the American Arbitration Association. 

After many days on strike the union offered an arbitration proposal 
with Chief Judge Henry W. Edgerton of the Court of Appeals for 
the District of Columbia Circuit as the third arbitrator. The union 
offered in the alternative to have the third arbitrator appointed by 
Chief Judge Edgerton. The precise terms of the union proposal were 
as follows: 

(1) The parties proceed immediately to arbitration of all issues of 
this dispute; (2) the company shall pay as an initial downpayment 
a wage rate increase of 10 cents per hour without prejudice to the 
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union’s right to have the total amount of retroactive pay determined 
by the board of arbitration; (3) the employees shall return to work: 
(4) there shall be established a 8-man board of arbitration, 1 to be 
appointed by the union, 1 to be appointed by the company, and the 
third to be the Chief Judge of the United States Court of Appeals of 
the District of Columbia Circuit, Henry W. Edgerton, or an arbi- 
trator appointed by him; (5) the question of retroactivity on all 
issues shall be determined by the board of arbitration. 

The company has never even deigned to reply to this proposal. 

This union has consistently demonstrated its sense of public respon- 
sibility. It refrained from striking, as it had a right to do, im 1953 
over the pension issue, which still remains to be resolved. The union 
has demonstrated its willingness to cooperate with any reasonable pro- 
posal which, while protecting the right of the employees, restores 
service to the public. 

That is the extent of my formal statement, Mr. Chairman. I would 
like to ask counsel for the union if he has anything to add in a technical 
way. 

Senator McNamara. We will be glad to hear from him, if he has. 

Mr. Brerwacen. He has not. 

Senator McNamara. Thank you you very much for restating your 
position. 

Are there any questions? 

Senator Casr. Just a couple of questions. 

Mr. Bierwagen, when was the proposal, your proposal, about the 
return to work, 10 cents an hour temporary increase, and the board of 
arbitrators made to the company ? 

Senator McNamara. What date? 

Mr. Brerwacen. You mean with Chief Judge Edgerton ? 

Senator Casr. Yes, 

Mr. Brerwacen. Last Saturday. 

Senator Casr. That was formally proposed, and you have had no 
response to that? 

Mr. Brerwacen. We made it through the—— 

Senator Case. Mediation Service? 

Mr. Brerwacen. We wrote a letter to the Congressmen, released it 
to the public, and the reply that was made was made through the press 
by Congressman Broyhill. 

Senator Case. Did you receive an offer from the company in any 
fashion? I have heard reference to an offer that the company made of 
a 10 cent an hour wage rate increase, and a $5 per month increase in 
pensions, Was that communicated to you? 

Mr. Brerwacen. Yes, that was communicated to us by Congressman 
Broyhill, and then affirmed by Mr. Broadwater in Congressman Broy- 
hill’s presence. ’ , 

Senator Casr. That your union rejected? 

Mr. Brerwacen. Yes, we did. 

Senator Case. Did you make any counteroffer to them in response 
to that? 

Mr. BIeERWAGEN. No, sir, we have not, except to continually reiterate 
our proposition for bargaining, if they would just sit down and talk 
about the various issues in the contract, we would attempt to reach 
an agreement. 
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Senator Casr. Could you tell us, without prejudice to any position 
which you feel shouldn’t be prejudiced, what the present status of 
your discussions with the company, either directly or through various 
indirect channels, is? 

Mr. Brerwacen. The present status of the negotiations? 

Senator Casr. Yes. 

Mr. Brerwacen. Well, they are pretty much stalemated. We met 
with the company represented by the operating manager, Mr. Ecker, 
and Mr. Butler and Mr. Taylor yesterday and there was no progress 
made. There couldn’t be any progress made, I believe, without Mr. 
Broadwater’s presence. 

Senator Case. Mr. Broadwater hasn’t refused to meet with you? 

Mr. Brerwacen. I don’t know. 

Senator Case. We might be able to find him and ask him some- 
time. 

I have no further questions. 

Senator McNamara. All right, thank you very much. 

Mr. Broadwater, we would be glad to have you make any statement 
or any comment you care to make « at this point. 

Senator McNamara. Senator Case will be excused for about 5 
minutes. 

Senator Case. It isn’t on account of Mr. Broadwater. 

Mr. Broapwarter. I am sorry you are going away. 

Senator McNamara. We will be glad to hold it up if you desire, 
because Senator Case is only going to be gone a few minutes. 

Mr. Brerwacen. I would like to comment that we also had a media- 
tion session this morning. There was no further progress that we can 
report, however, as a result of that. 

Senator McNamara. You now make reference to a meeting between 
your committee and the Mediation Service, representing the Media- 
tion Service ? 

Mr. Brerwacen. I believe so, but I believe that the company repre- 
sentatives were also in the building, and were visited by the Com- 
missioners of the Mediation Service. 

Senator McNamara. You didn’t sit in the same meeting with these 
representatives this morning ? 

Mr. Brerwacen. No. 

Senator McNamara. Now, if there is no objection, we will consider 
ourselves in recess for just about 5 minutes because Mr. Broadwater 
indicated he would like to have Senator Case here. We will be glad 
to accede to that request. 

Let the record show that the Counsel for the Public Utilities, who 
previously made reference to furnishing a statement later, now indi- 
cates that he is satisfied with the statement as the record now shows it. 

(A short recess was taken.) 

Senator McNamara. The meeting of the subcommittee will please 
be in order. 

We understand that you had an obligation of long standing to meet 
this gentleman, and we are happy that we could cooperate to that end. 

Mr. Broadwater indicated that he would like to have you present 
when he makes his statement, or anything he wishes to submit. 

Mr. Broadwater, proceed in your own manner, sir. 
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STATEMENT OF J. A. B. BROADWATER, PRESIDENT, CAPITAL 
TRANSIT CO. 


Mr. Broapwarer. Mr. Chairman, in reply to Senator Case’s ques- 
tion to the union about meetings, I would like it to be distinctly 
understood by everybody here that I am willing to meet, have met, 
and will meet with the union representatives at such time as can be 
conveniently arranged satisfactory to both sides. I am sure, as you 
gentlemen know, I have been meeting in Congressman McMillan’s 
office and Congressman Broyhill’s office, I have been meeting in other 
places, I have been talking to individual Senators about this situation, 
and obviously, I can’t be in two places at the same time. I don’t want 
to let go unchallanged the statement that there has been any refusal 
on the part of the company to negotiate. 

In the cases where they have met and it has been impossible for me 
to be present, a vice president of the company has been assigned to the 
job. It is well known that a vice president of Capital Transit Co. 
has full authority to commit the Capital Transit Co. 

I just wanted to get that particular question cleared up. 

Senator Case. We are glad to have your comment. 

Senator McNamara. We are glad to have it for the record. 

Mr. Broapwarter. In reply to Mr. Harrison, it was not news to me 
that he prepared the letter that he addressed to Congress. I think 
he left out the other participant, Mr. McMillan, because I have seen 
so much, I can read letters and tell who prepared them. I doubt seri- 
ously if Commissioner Spencer actually had anything to do with it. 
Maybe he did. 

Mr. Srencer. I will say I did have something to do with it. I 
signed it. 

Mr. Broapwarer. You assumed the responsibility for it because 
you signed it. 

Mr. McLaveuurn. A very bad guess, Mr. Chairman. 

Mr. Broapwater. Mr. Chairman, I would like, if I may be per- 
mitted to do so, to file for the record officially my reply to Commis- 
sioner Spencer’s letter to Senator Neely. 

Senator McNamara. We will be happy to have it for the record. 

Do the subcommittee members think we should have it read at this 
point ¢ 

Senator Morse. I think we have all read it. 

Senator McNamara. We have seen it in the newspapers. 

Senator Case. I think it has been put in the record already. 

Senator Morse. He made a formal offer, which is very proper. 

Senator McNamara. We will see that it is formally presented. 

Mr. Broapwarer. I would like to make one other comment with 
respect to Mr. Harrison’s statement. Nobody ever had any difficulty 
—s facts from me as I see them and know them at any time. Fur- 
ther, I don’t think it is a secret to anybody that Capital Transit Co. 
obtains it revenue from the people who ride on the transit system. 

Mr. Harrison well knows that making a bookkeeping entry on the 
books for depreciation didn’t generate any cash in itself, because there 
is no actual cash generated by making an entry for depreciation on 
the books. 

Mr. Chairman, there is one other inaccuracy in Commissioner Spen- 
cer’s letter that, while it may be considered as minor, I think that 
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we are dealing with facts and we ought to have the facts. His let- 
ter stated that the company had paid in cash between September 1949 
and May 31, 1955, $8,808,000, 

That is not correct. As a matter of fact we paid $8,640,000. I 
merely bring that to the attention of the committee in order that we 
may recognize that there may be some other things in there that do 
not have too much validity. 

Senator Case. You are speaking about dividend payments? 

Mr. Broapwarer. Yes, sir. 

I would like also to comment just a little bit further with respect 
to the $538,000 dividend which he referred to as a dividend in kind. 
Now, everybody knows that all in the world that that is is giving stock- 
holders 2 pieces of paper for 1 piece of paper they already had. There 
is ho more complicated mechanics to it than taking four quarters oui 
of your pocket and getting a dollar bill and putting it back in. 

Senator Casr. The $8 million-odd figure was the cash dividend 
fioure, was it not? 

Mr. Broapwarer. That is right. The inference in there was that 
the stockholders had received a dividend of $548,000, if that is the 
figure, 1 don’t remember. The point I am making is that the stock- 
holders already had that represented by the stock they had in the 
Capital Transit Co. They just got what they had in 2 pieces of paper 
instead of 1. 

Senator Case. This represented stock in a company organized to 
take over some of the nonoperating property of the company ? 

Mr. Broapwater. That is correct. 

Senator Case. Isn’t that company still under the same management 
as the Capital Transit Co. ¢ 

Mr. Broapwarer. No, sir. 

Senator Caspr. What happened to that? 

Mr. Broapwarter. Well, it is a very active company at the present 
time. You say, under the same management. I happen to be a di- 
rector of it. 

Senator Casr. How are you doing? 

Mr. Broapwater. I am not touting the stock, but it might be well 
for you to get on it. 

Senator Morse. This dividend in kind was a granting to some of 
your stockholders of stock in this subsidiary company, this new 
company ¢ 

Mr. Broapwarer. What we did, Senator Morse, was, we organized 
another company with 960,000 of capital stock, the same number the 
Capital Transit had. We gave each Capital Transit Co. stockholder 
one share in the new company for each share that he had in the 
Capital Transit Co. So when he would up, instead of having 1 stock 
certificate of Capital Transit Co. representing its ownership in the 
properties that it now owns, plus the nontransit property, it now has 
2 pieces of paper representing the same thing they had when they 
proposed to spend all of it. 

Senator Morsn. One of the motivating purposes, however, for this 
new arrangement, was the belief that the new company would serve 
the economic benefit of its new stockholders to a greater degree than 
if you had kept the old organization arrangement. — 

Mr. Broapwarer. Well, our main purpose in divesting that prop- 
erty and setting up these arrangements is due to the fact that under 
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the regulatory authority that we now operate, there are many types of 
activity that we would like to get into which we ila no doubt be 
preve nted from doing by reason of the regulatory authority, that was 
the motivating pr inciple. 

Senator Morse. That is the point I am leading up to. 

Mr. Broapwarer. Quite obviously, Senator, we didn’t spin it off 
to the economic disadvantage of any stockholder, we naturally ex- 
pected to make some money. 

Senator Morse. The point I am leading up to, you had this entire 
property under the control and direction of the C apital Transit Co. 
at one time, and then it was decided that the so-called subsidiary 
activity should be set up in a separate company. Once they we > 
tre anate rred over to this subsidiary company, and you gave to each of 
your Capital Transit Co. stockholders stock in this new v company, the 
arrangement accrued to the economic benefit of those stockholders, be- 
cause under this new arrangement, you now engage in certain basic 
activities to the advantage of the stockholders that you couldn’t have 
carried on had the property been kept under the control of the Capital 
Transit Co.; is that right ! 

Mr. Broapwarer. With the exception, Senator, that those new 
owners, I mean, these owners of the stock in the new company, can 
likewise suffer economic disadvantage as well as economic advantage. 

Senator Morse. I understand that, but you thought this arrange- 
ment would help them make more money under this investment than 
would be the case if you kept the original arrangement of all the 
property under Capital Transit Co. ? 

Mr. Broapwarer. Well, obviously, as I said, Senator, we went into 
it for the purpose of improving our position. 

Senator Morse. I make this point for you to comment on. There- 
for, it does not follow that the transfer of this stock was just a paper 
transaction whereby they had 1 piece of paper before and they now 
have 2 pieces of paper, or where they had 4 quarters in 1 pocket and 
they now have $1 in the other pocket. Is it not true that they thought 
this corporate change would accrue to the economic benefit. of the 
stockholders? The advant: age that they gained as a result of that 
transfer resulted in ee economic benefit, didn’t it? 

Mr. Broapwarer. | don’t think it resulted in any economic benefit 
to them at the time the transfer was made. The only time it will re- 
sult in that is in case the corporation is successfully managed and 
earns money. If it loses money, then they would have been better off 
by probably leaving it up until June 1 in the Transit Co. It may 
finally turn out that the legislation that is now proposed in Congress 
in the situation that now exists in the Transit Co., that that may be 
their only equity. 

Senator Morse. I made this observation, Mr. Chairman, because I 
reached the conclusion from listening to Mr. Broadwater that the 
change in the stock holdings and the arrangements for the change in 
the stock holdings was to the economic advantage of the stockholders. 
It wasn’t just a paper transfer, it was a paper transfer that sought to 
carry out what they thought to be an economic advantage to the stock- 
holders. Apparently, that has proved to be the case, as witnessed by 
the fact that Senator Case was invited to come in on this. And he 
wouldn’t want a poor Senator to lose any money. I am disappointed 
he didn’t invite me, too. 
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Senator Case. If it were made privately, I think he might mean it. 

It did mean, Mr. Broadwater, that these assets were removed from 
the Transit Co.’s body of assets available for service to the public and 
available for meeting franchise obligations, so that was an effective 
transfer. 

Mr. Broapwater. Obviously, they were removed from that, Senator, 
but I don’t think when you have property in the Transit Co. on which 
the regulatory commission has any authority that it should remain 
there for the benefit of supporting a public utility where the fares are 
at least supposed to support the Transit Co. 

Senator Case. Isn’t it true that one of these properties, perhaps the 
largest was the Glen Echo Park—— 

Mr. Broapwarter. Yes. 

Senator Case. And that was formed with the idea that it was not 
only to be profitable in its own right, but also to stimulate business 
for the company, carrying passengers to that place ¢ 

Mr. Broapwater. Many years ago, Senator, when transit companies 
were a monopoly, it was prevalent in quite a few transit companies, as 
an adjunct to their streetcar business that they would establish these 
parks to generate riding. Those were in the days when people didn't 
have too many automobiles, and therefore, to get out for an evening of 
amusement they rode the streetcars. That was the original back- 
ground of these parks being established by the transit companies. 

Of course, in the age of the automobile, the original intent of sup- 
porting the transit company has faded completely out of the picture, 
because there is very little traffic generated on streetcar lines now for 
amusement parks. 

That is not only true in Washington, I think it is true in most com- 
munities where they have parks. 

Senator Casr. The Glen Echo Park was not of value to the Transit 
Co. as a source of stimulating passengers ? 

Mr. Broapwarer. Well, I wouldn’t go that far. I think during the 
summer months when it was operating we did get some riders on the 
Cabin John line that went to the park. I wouldn’t go so far as to say 
it wasn’t stimulating, but I think it is negligible. 

Senator Case. Is that still operated as an amusement park, or has 
it been disposed of ¢ 

Mr. Broapwarter. I lost complete interest in it when we sold it about 
a month ago. 

Senator Casr. Did you sell it? 

Mr. Broapwater. Yes, sir. 

Senator Case. Is that a matter of public record, the price, and so 
forth? 

Mr. Broapwarer. The price is not public record. The transfer is 
public record. 

Senator McNamara. Do you have something further ? 

Mr. Broapwater. Yes, sir. 

Mr. Chairman, we are engaged here in what I consider to be a very 
serious business in considering a bill which has been introduced and 
known as S. 2576. In its general preamble, I think it stated something 
to the effect that we have failed to discharge our franchise obligation, 
or that is the sum and substance. 

Senator McNamara. That is correct. 
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Mr. Broapwarer. I think that is the language. Of course, we of 
Capital Transit Co. object to that charge in the bill unsupported, so 
far as I know, that that istrue. In the 6 years, approximately 6 years, 
that I have been connected with the Capital Transit Co., there hasn’t 
been one single time to my knowledge that this company has ever been 
charged by the regulatory body or the District Commissioners with 
failure to render adequate service. 

Therefore, I am sure that whatever thinking may have been gen- 
erated on that has come about by reason of the strike on July 1. 

I would also like to say for the record that Capital Transit Co. is 
not on strike. Its employees are the ones that are on strike, which they 
have a perfect right to do, if they see fit. 

I would like, without speaking too closely to the technical points 
in the bill, Mr. Chairman, to give you just a general horseback ob- 
servation of the situation here. I think maybe there might be some 
prejudice and bias involved in this thing, and directed at my principal, 
Mr. Louis Wolfson. And I recall hearing him testify the day he was 
before your committee. He testified that he owned 5 percent, or ap- 
proximately 5 percent of the stock in the Transit Co. Now, it is quite 
all right, I guess, gentlemen, if the passion and prejudices have become 
so ingrained here that everybody has decided that they have got to 
hang Mr. Wolfson from the yardarm and quarter him at high noon, 
maybe that is the thing to do. But I point out to you, based on his 
own testimony, that he only has 5 percent of the stock. I think at the 
same time you are hanging and quartering him in this proposed legis- 
lation, you are going to do the same thing to 95 percent of the other 
stock, approximately 1,000 individuals in the District of Columbia, 
Maryland, and Virginia, or owners of this stock. 

And they represent somewhere in the neighborhood, to the best of 
my information, pretty close to 200,000 shares of that stock. The 
actual stock records of July 5 show that there are 950 of them, and that 
they own 178,904 shares of stock. 

It is well known that many individuals buy stock in what is com- 
monly referred to as the name of the street. I am sure that condition 
exists here in Washington, and Maryland and Virginia with reference 
to the holdings. So therefore, I only have according to the record 
950 individuals. Of course, if you gentlemen see fit to do violence to 
them by this type of legislation, why then that is your responsibility, 
and not mine. 

I think fundamentally, Mr. Chairman, when we brush away all the 
cobwebs in this thing, there are just 1 or 2 questions involved here. 
It is a question of money, and where is the money coming from, That 
is the question involved here. I have offered the union 10 cents an 
hour, $5 a month increase in pensions, . They have officially rejected 
that.. Had they accepted it, it is my considered opinion, on the basis 
of the best estimates that can be made, had they accepted the offer, 
the company would have operated for the 12 months from acceptance 
to the end of the following 12 months without one 5-cent profit. I 
offered everything that was available that we could offer. 

In other words, Mr; Chairman, that means that for a period of 1 
year, the full value of this property would have been devoted to the 
public service in Washington, if my estimate is correct, without. one 
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nickel of compensation to the owners of that property used in the 
public service. 

It is further my considered opinion, Mr. Chairman, that should this 
legislation pass, one of the greatest corporate rapes is going to be per- 
petrated here in Washington that has ever been perpetrated in a pri- 
vate corporation, and some 2,500 individuals anywhere in the entire 
United States, to my knowledge. 

I don’t think, Mr. Chairman, that the Congress of the United States 
is going to pass that type of legislation, when fundamentally, the only 
question here is a disagreement between the management of the cor- 
poration and its union employ ees. And Washington is not the only 
place where those things occur. To the best of my knowledge I think 
there are 5 transit strikes going on in the United States. I haven't 
seen any hue and cry go up to seize them, legislate them out of business, 
take their properties without compensation, have governmental agen- 
cies fix the salaries and wages of the employees in an amount that in 
their judgment may be right and proper, without any responsibility 
whatsoever to the owners of the property. 

Mr. Chairman, that appears to me to be rather dangerous and vicious 
legislation. 

I think, Mr. Chairman, you have got to look at this whole complex 
picture here. As I understand it, and am so informed by the language 
of this bill, if this property is seized and operated it is not contemplated 
- operate any service into Maryland. Maybe that is the intention, 

I don’t know. But it is well known to this committee that they render 
a great deal of service in Maryland. I just point these things out to 
you, Mr. Chairman, so that whatever decision is made that you will 
make that decision on the basis of all the facts that I can possibly 
give you. 

Senator McNamara. May I ask you at this point if that service is 
now being rendered in Maryland? 

Mr. Broapwater. No, we are on a strike. 

Senator McNamara. I see. 

Mr. Broapwarer. And there is none being rendered in the District 
of Columbia. 

Senator Morse. Mr. Broadwater, does your franchise extend into 
Maryland? 

Mr. Broapwarer. No, sir, Senator. We operate what is known asa 
permit system there. I think the permit system is a year-to-year basis, 
renewable, something of that nature. There is no specific instrument 
granting the franchise as such, is my understanding. 

Senator Morse. Your arrangement is with Maryland. Do you have 
any arrangement with Virginia ? 

Mr. Broapwarter. No, sir, we do not operate in Virginia. 

Senator Morse. Your arrangement is with Maryland and not 
through the District of Columbia with Maryland? 

Mr. Broapwarter. No, sir, not through the District of Columbia. 

Senator Morse. Of course, you are quite right, the legislation does 
not apply to Maryland. 

Mr. Broapwater. Of course, Senator, that is not for me to say. 

Senator Morse. It couldn’t appear that Congress has no jurisdiction 
over the State laws of Maryland ? 

Senator Casr. Are the fares charged for the service you rendered 

Maryland, under regulation by a Maryland regulatory body? 
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Mr. Broapwater. The Public Service Commission of Maryland, 
yes, sir. 

Senator Case. It is my general impression that your Maryland 
service is rendered, has been over the years, at less profit, or at an actual 
loss, less profit, as compared to the District operations. 

Mr. Broapwarer. That is true, Senator. That is a long-haul serv- 
ice out there, and on account of the method in which you attempt to 
segregate the total property devoted to that service, as set out by the 
Public Utilities Commission, on that basis, the service shows a loss. 

Senator Case. Just to explore that further so that we understand 
it entirely, is it your view that even though it might be considered to 
be at a loss, or at less profit, from that standpoint, is it actually valu- 
able to you so far as it operates as a feeder line for service within the 
District, so that it is not, in effect, conducted at the same loss that 
your accounting figures might show ? 

Mr. Broapwater. Well, of course, Senator, that is an answer that I 
have been trying to get for quite a few years. We have nothing con- 
crete that we can base a conclusion on, that we should pull out of 
Maryland on account of the fact that we don’t know and we haven't 
found any way to establish for certain by doing that, how much reve- 
nue we would lose from those passengers that transfer in Maryland 
at the transfer point, and then ride to the District line. I have been 
trying to find the answer to that but I don’t know the answer, in order 
to make a decision as to whether we continue there or get out. 

I believe T commented, Mr. Chairman, that as I understand the 
mechanies of the bill, if it is taken over by the District Commissioners 
under the seizure procedure, that they will likewise take all of the 
properties of the Capital Transit Co. in order to meet such costs as 
they may see fit to establish, including wages paid to employees. I 
think it even goes further than that, Mr. Chairman. I think the 
authority, in the absence of having enough money for that purpose, 
under the provisions of the bill, if passed, they may have authority 
to sell such assets of the company, as may be right to raise the money. 
In other words, if we have physical properties such as real estate, and 
things like that, and they didn’t get enough money from the fares, that 
they would probably have the right to sell that in order to meet their 
obligations. 

Therefore, gentlemen, we very strenuously oppose this type of legis- 
lation. It is not, im our opinion, the way this problem should be han- 
dled. I would also like to point out to the Commission while I don’t 
intend to get into any labor negotiations with you at this session, be- 
cause it is not proper; for your general information, I would like for 
you to bear in mind that the 10 cents an hour, $5 a month pension, 
that are offered the union in settlement of this controversy, amounts 
to about 514 percent increase. Just yesterday in Washington, the 
gas company settled with their employees for a 4 percent increase in 
wages, which amounts to about on the average of 8 cents an hour, 
which indicates to me that the offer that I made was certainly not un- 
reasonable, it was certainly the maximum amount of money that was 
available to the company under the present conditions. 

I don’t know whether you will permit me to do it or not, Mr. Chair- 
man—I know you gentlemen are busy and have a lot of stuff to read— 
but if you will permit me, I would like to introduce the editorial which 
appeared in the Evening Star on July 18, which was last Monday, and 
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also one which appeared in the Evening Star which is July 21. I think 
it might be helpful if you gentlemen would take time to read what they 
say. I offer those. 

Senator McNamara. I have read them. I am sure the other mem- 
bers of the subcommittee have, but we will put them into the record 
so that your viewpoint in relation to these editors, will be expressed 
in the record. 

( The editorials referred to are as follows :) 


{From the Evening Star, July 21, 1955] 
NECESSARY Facts 


It is important that the integrity and dignity of Government not be compro- 
mised in efforts to serve the public interest by ending this transit strike, which 
enters its fourth week at midnight tonight. If they are compromised, and if they 
become the subject of distrust, the public interest in the end can suffer more 
harm than the hardships, the cost and the inconvenience caused by the strike 
itself. 

That is why it becomes so important, in seeking legislative or other remedies 
for this situation, that the underlying facts be examined without bias, that they 
be represented without distortion and misrepresentation, and without rigging or 
fixing the case against the transit company merely because it happens to be un- 
popular. If that can be done in the case of one unpopular company or individual, 
it can be done some other time. 

The Commissioners’ case against the company, as stated in the letter to Sen- 
ator Neely, should be most disturbing to anyone who tries to get the facts. It is 
a tricky and misleading document. It raises a good many questions as to motives 
that the Commissioners, at some time, must be prepared to answer. We hope that 
Commissioner McLaughlin was misquoted in his published comment that to sup- 
ply the facts that the transit company president says were suppressed would 
have required too much space. That is simply not true. 

Hearings on both:sides of the Capitol on the flock of bills and substitute bills 
aimed at ending the strike should attempt to produce testimony on two important 
points: 

1. Is the company telling the truth in its assertions regarding ability to pay? 
If so, where is the money coming from? If not, why has the Public Utilities 
Commission not exposed its statements as false? The company’s bookkeeping 
follows the pattern outlined by the Commission, and PUC auditors check every 
statement submitted by the company. 

2. Is there any relevant connection between the past financial policies of the 
company in the use of earned surplus and the strike? Or the company’s ability 
to discharge its franchise obligations in furnishing transit service? If so, why 
has the Public Utilities Commission failed, up to the time of the strike and during 
the time that Commissioner McLaughlin was its Chairman, to put the company 
publicly on warning that its service was deteriorating toward the point of 
inadequacy? 

We have no love for the transit company, but we distrust any agency of Gov- 
ernment that invites the suspicion of pursuing unworthy tactics in its relations 
with citizens—regardless of popularity or the lack of it. 


[From the Evening Star, July 18, 1955] 
UNANSWERED QUESTIONS 


The Commissioners have decided on the most drastic and unusual action that 
can be imagined to end the transit strike. Its details should become known dur- 
ing the day and will be given the careful study they deserve. 

In the meantime, it is passing strange that the basic facts of the company’s 
dispute with the union are receiving no public attention whatsoever from the 
Commissioners. These relate to the company’s ability to pay compared with what 
the union is demanding. 

The facts, of course, are available. They should be placed before the public by 
the Commissioners or the Public Utilities Commission, or some disinterested 
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group that commands public confidence. The failure to do this suggests that the 
Commissioners and the Public Utilities Commission, sharing responsibility fo! 
constructive action in this strike, are afraid to face the facts and it invites the sus- 
picion that their motives extend beyond mere settlement of a labor dispute. 

The company’s position is that it does not have the revenue now to meet ever 
the watered down version of the union’s original demands which would, in the 
ordinary course of events, be offered as a basis for settlement. : 

The union’s position is that the company’s ability to pay is, from its point of 
view, irrelevant. Senator Morse has been quoted in support of that theory, and 
its application to the role of an arbitrator—who would be concerned only with the 
wages and benefits the men should receive, without reference to the company’s 
financial ability to meet them. If the company cannot pay what the union is 
entitled to receive, should the public meet the difference through subsidy? If so, 
should we not determine the equity of subsidy and its size, and find out how it is 
to be paid? 

The company’s books are available to any authorized group which wants to 
examine them. The Public Utilities Commission’s own agents know the facts. If 
the company is telling the truth, it is being asked to invite bankruptcy by agree- 
ing to pay out more than it receives. It is difficult to see how the management is 
any more recalcitrant than the union, though in the uproar there has been no 
real opportunity for collective bargaining to run its course. 

As the Commissioners feel that they must have legislation, why are they so in- 
tent on the extraordinary measures now being recommended? Legislation de- 
signed to invoke the methods favored by Congress in the past should at least be 
considered, but they have been ignored. A joint resolution, for example, could ap- 
ply to the present emergency the procedure outlined in the Railway Labor Act, 
with its Presidential factfinding and reporting machinery. The Public Utilities 
Commission, like other Federal and State regulatory agencies, could grant tem- 
porary relief on its own initiative, pending a conclusive finding. It knows what 
the facts are, and they are spread upon its own record. 

Representatives McMillan and Broyhill have demonstrated, by their efforts 
at conciliation, that the two sides are not too far apart. Why, in these circum- 
stances, are the Commissioners so intent on setting a precedent which is as dan- 
gerous as it is complicated? What are they hiding? What are they really 
seeking to do? 

Senator McNamara. While we were putting these into the record, 
we received a communication from Mr. George O. Butler, president of 
the District of Columbia Federation of Civic Associations, Inc. I 
think we will put that into the record at this point, also. If you will 
pardon the interruption, the Counsel will read it. 

Senator Morse. May we have it inserted following Mr. Broad- 
water’s case, Mr. Chairman / 

Senator McNamara. Yes, he may want to comment on it. 
ord will so show. 

Senator Case. The telegram is addressed to Senator Matthew N. 
Neely, chairman of tht Senate District Committee : 


The ree- 


At its meeting on July 14 the District of Columbia Federation of Civie Asso- 
ciations authorized its president to support the District of Columbia Commis- 
sioners’ request for powers to seize Capital Transit and restore service to the 
city. It is the view of the federation that Commissioners need emergency author- 
ity to relieve suffering and hardships now endured by thousands of citizens and 
businessmen. We have confidence in the ability and integrity of our city fathers 
and our Public Utilities Commission to solve the strike issues without forgetting 
the interests of the transit riders. Present management by its financial practices 
and curtailment of services over the past 6 years has forfeited its right to public 
confidence. We oppose any permanent solution which does not provide for new 
management which appreciates that a transit company is affected with a public 
interest and is therefore not a proper vehicle for profit taking by financial 
plungers. 

GEORGE O. BUTLER, 
President, District of Columbia 
Federation of Civie Associations, Inc 
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_ Mr. Broapwarer. I would like to point out one more time if it isn’t 
in some other hearing, Mr. Chairman, that this situation here, of course, 
s most unfortunate. I would like to point out to you again that for 
6 months prior to its occurrence I exerted the maximum amount of my 
ability to prevent it from occurring. I would like also to point out to 
you gentlemen that with the continued demands of labor in a regu- 
lated industry, a ser ious question arises as to how much farther can the 
transit rider 20 without giving any consider ‘ation at all to the transit 
owner. Ibeleve that is all I have tosa y, Mr. Chairman. 
[ believe our Counsel, Mr. Edmund L. Jones, probably has some other 
comments dealing with the legal provisions of the proposed legislation. 
(The telegram from George QO. Butler, president of District of Co- 
iasbia Civie Associations, Inc., to Senator Matthew M. Neely, Chair- 
man of the Senate District Committee, is as follows:) 
WASHINGTON, D. C.,, July 21, 1956. 
Senator MATTHEW M. NEELYy, 
Chairman, Senate District Committee: 
At its meeting on July 14 the District of Columbia Federation of Civic Asso- 
ciations authorized its president to support the District of Columbia Commis- 
sioners’ request for powers to seize Capital Transit and restore service to the city. 
It is the view of the federation that Commissioners need emergency authority to 
relieve suffering and hardships now endured by thousands of citizens and basi- 
nessmen. We have confidence in the ability and integrity of our city fathers 
and our Publie Utilities Commission to solve the strike issues without forgetting 
the interests of the transit riders. Present management by its financial prac- 
tices and curtailment of services over the past 6 years has forfeited its right to 
public confidence. We oppose any permanent solution which does not provide 
for new management which appreciates that a transit company is affected with 


1 public interest and is therefore not a proper vehicle for profit taking by financial 
mi ingers. 


GeEorGH ©. BUTLER, 
President, District of Columbia 
Federation of Civie Associations, Ine. 
Senator McNamara. We will be glad to hear from your attorney, 
t this point. 


STATEMENT OF EDMUND L. JONES, COUNSEL, CAPITAL TRANSIT CO. 


Mr. Jones. Mr. Chairman and members of the subcomm ttee, I 
haven’t any very extensive comments to make. Section 4 of the bill 
reads: 

In carrying out the powers herein authorized the Commissioners are »in- 
powered to make and enforce such regulations and to issue such orders as they 
may deem necessary and appropriate to carry out the authority herein grante :. 
The Commissioners are authorized to exercise such power, authority, and +: is- 
cretion herein granted by and through such agents or officers as they may di- 
rect, in conformity with such rules and regulations as they may prescribe 

And then from line 3 to about line 11, the bill seeks to exempt the 
Commissioners individually, or officials, for liability for any suit, 
judgment, decree or anything of that kind. 

Now, I haven't researched the question but I do have a question in 
my mind as to whether the Commissioners can be given the broad 
powers to run and control and regulate this company as a principal 
and appoint the Capital Transit Co. its agent to do all these things, 
and then absolve them from any liability that their agent does at their 


direction. It seems to me that that would raise a very serious ques- 
tion. 
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The next sentence, and that sentence also, might go so far if the 
District. of Columbia Commissioners should be authorized to seize 
this property and to operate it, let us say, for a year. If they cannot 
be sued, it would prevent the transit company from taking any action 
to recover just compensation for the use of its property “during that 
period. I don’t believe—I doubt if the bill was intended to go that 
far. Possibly it was. I might just supplement a little bit what Mr. 
Broadwater said with reference to the operations in Maryland. 


Senator McNamara. You want me to get an answer to the question 
you raised ? 


Mr, Jones, Yes, sir. 

Senator McNamara. Senator Morse, do you have any comment on 
that question raised at this point ? 

Senator Morse. I could comment on it, but I would just as soon 
let Mr. Harrison comment on the questions raised by counsel and then 
[ will express my view. 

Senator McNamara. We will be glad to hear from Mr. Harrison on 
the point raised by the counsel for the company. 

Mr. Harrison. If the committee please, very serious consideration 
has been given to the legal questions posed by Mr. Jones. And I must 
confess for myself I do not know all the angles and all the answers 
to this legal question. But I will say that “this language to which 
Mr. Jones directed your attention in section 4, lines 3 to 9 inclusive, 
including part of line 9, is taken very substantially from the language 
in the act creating the Public Utilities Commission. And I believe 
it is not unusual in legislation of this type to exempt those who are act- 
ing for the Government, certainly from a liability for any official 
act they do in carrying out that act. I am not posing as an authority 
on that point. But I know that Mr. Jones is a gpod enough lawyer 
that if he has any grounds for it he will see that the company is pro- 
tected by any action he deems appropriate. 

Mr. Jones. I am not so much concerned about the liability of the 
Commissioners as individuals. I don’t think there would be any 
question about imposing liability on them. But if this company is 
acting as agent for the Commissioners, and they are the principals, 
and a bus runs down a precipice here and kills 40 or 50 people and 
they say they are not liable? If the principal is generally liable for 
the acts of its agents, can they say they are not liable / 

Mr. Harrison. My own belief about that, and under the language 
that is in the bill, is that in that event, as stated by Mr. Jones, there 
would be no change in the matter of liability as such as now exists, be- 

cause the authority granted here is for the purpose of operating this 

property for and on behalf of Capital Transit Co. And if it were 
operating that company, if it was taken over and operating, transit 
is running, I rather expect and assume that they would observe the 
same degree of care and be subject to the same degree of liability as 
if they were operating in their own name without any intervention 
of agency. 

Senator Morssr. I assume, Mr. Chairman—lI didn’t draft the legis- 
lation. but I assume it was based on the same principle of exemption 
from liability as far as the Government is concerned, that existed 
during the war. At that time the Government seized various plants 
and shipyards—I remember the Peoria and Western Railroad and 
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other companies were seized. There was a similar exemption pro- 
vision written into these seizures. Thus, any claim for damages dur- 
ing the Government operation on behalf of the company because of 
the failure of the company to carry out what was considered to be its 
legal obligations, to operate, would have to be borne by the company 
and not by the Government. I understand that ror legal problems 
arising from those seizures are still in the courts. I don’t know what 
the final judicial determination is going to be but it is an expression, 
at least, of the intention of the Government, that when they seize 
property and operate it because of a finding on the part of the Gov- 
ernment that the company has failed in its obligations, the cost of any 
damages resulting therefrom for suits brought because of injuries 
caused persons would have to be paid for out of the funds of the com- 
pany. And during those war cases the companies seized, paid such 
damages out of the treasuries of the companies and actions were 
brought against the companies and not against the Government. 

Mr. Jones. Senator, I don’t claim to know the answers—to know 
the answer to those questions, I merely pose some of them. I think 
there might be some distinction made in a Government seizure where 
you have the question of sovereign power and where it is being seized 
by a municipal corporation such as the District of Columbia, and, 
particularly, where the bill itself says that the transit company says 
it shall be the agent of the District of Columbia. Now, normally, a 
principal is responsible for the acts of its agent. 

Senator Morse. I think that is true, Mr. Jones. And I quite agree 
with you that this isn’t the forum to engage in a discussion of the 
arguments to be made in a lawsuit. But I would say that even that 
last statement, however, would have to be qualified in a situation such 
as this where one of the parties is the Government. This differs from 
the case of a principal who is a private agent, and an agent who is a 
private individnal but that would be for the court to determine. If 
anyone thinks that this problem is going to be solved by this course of 
action without the assistance of the courts, then they are just mis- 
taken. I am fully aware of the fact that there might have to be a 
judicial determination, 

Mr. Jones. I agree with you on that. 

There is one other observation that I might make about section 6 
of the bill. The purpose seems to be that the Commissioners would fix 
such wages as they think appropriate in the bill, either by negotiation 
or arbitration or in some other manner. However, it may be deter- 
mined. But the question of raising the revenue is placed in the hands 
of another body, namely, the Public Utilities Commission, and speak- 
ing now, just generally, as to the format of the bill, it seems to me 
that it is sort of like the case of the man who would like to have his 
cake and eat it, too. The Commissioners are given all authority and 
power to operate the company and act as principals and act as agents 
but, at the same time, they in effect say that, “although we are Aoing 
this, controlling it, everything is done by and on behalf of the Capital 
Transit Co.” You will find that—I have forgotten just what sec- 
tion—but everything shall be done in the name and on behalf of the 
Capital Transit Co. 

Those are just some of the problems as to some technicalities that 
occurred to me in reading the bill. 
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I might say just one other word in amplification of Mr. Broad- 
water’s testimony about the operation in Maryland. I can’t speak 
from first-hand information on this, al] I know is what I read in the 
paper, and I saw the statement that Mr. West, the Corporation Coun- 
sel, had made, that if this bill became law, the District Commis- 
sioners had no authority and no intention of operating in Maryland. 
We have through routes, streetcars that run from points in the Dis- 
trict of Columbia out into Maryland. What are you going to do, 
when you get to the District line you can’t turn the car around, they 
don’t operate from either end, you have got to have a loop, and there 
is no loop there’ So what are you going to do with those things? 
The buses operate from the District of Columbia out into Maryland, 
and of course, you can stop them at the District line. If the District 
has seized the company’s property, its stocks, we have nothing to oper- 
ate with. It means that those thousands of people in Maryland are to 
be left without transportation, with this provision that the District of 
Columbia’s transportation is put back in service. 

Senator McNamara. I am sure that there will be operating prob- 
lems that will develop; therefore, it is useless for this subcommittee 
to enter into here. The Commission will have to deal with them at a 
later time. 


STATEMENT OF VERNON WEST, CORPORATION COUNSEL, DISTRICT 
OF COLUMBIA 


Mr. Wesr. If I may answer that statement. I was not correctly 
quoted in the newspaper. Senator Butler’s administrative assistant 
‘alled me and asked me what I thought about the bill, and as to wheth- 


er operation could be resumed in Maryland. I said that raised 
serious question and I was not at all sure that the Commissioners 
would have the authority to operate in Maryland, but I did not under- 
take to say what the Commissioners would do. 

Senator Morse. It would follow, would it not, Mr. West, that if 
legislation such as this passed, the officials of Maryland would be per- 
fectly free to negotiate with the District Commissioners for a trans- 
portation arrangement if they saw fit to do so? 

Mr. West. There would be no question about that. The only other 
question that would arise would be whether the Capital Transit Co. 
would raise the question that the Commissioners had no authority to 
operate in Maryland under this statute. 

Senator Morse. If they did that, under the legislation, the Com- 
missioners would be free to go ahead and enter into an arrangement 
with the officials of Maryland, to supply the so-called connecting 
service. 

Mr. West. I think that is true, unless Capital Transit then came 
in and raised the question that the Commissioners would have no 
authority to do it even with the approval of the authorities in Mary- 
land. That isthe point that I wanted to make. 

Senator Case. Mr. Chairman, since the question has been raised, 
could we have the District Commissioners or their counsel com- 
ment as to whether any amendment to the bill giving the District Com- 
missioners, assuming Maryland a yproval, power to operate in Mary- 
land, is necessary and would be e ective? 


65386—55——__ 15 
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Mr. McLaveuuin. I might say, Mr. Chairman, that one of the mem- 
bers of the Public Service Commission of Maryland called me and 
said that they would extend certainly the privileges of operating over 
there to us if we had the authority to do so. They said there would 
be no question at all about those rights. 

However, I think that is a matter for the Congress, really, to de- 
termine; that is, whether it would want to involve this operation, and 
also that deficit operation across the line, which obviously would more 
than complicate the final court proceedings that may be involved in 
the winding up of this affair. 

Mr. Jones. I might call your attention, Senator Case, to lines 6 
and 7 on page 3 of the bill, because as drafted now, it seems to me if 
does specifically confine the authority to operate to the District of 
Columbia. 

Senator McNamara. This is just one of many details, and I don’t 
think we should spend too much time in the subcommittee trying to 
work out such details. 

Do youagree on that? Ordo you want to pursue it? 

Senator Case. I would be glad to have specific recommendations 
from the Commissioners on that point ? 

Senstor McNamara. Allright. They will need a little time. 

Senator Morse. I agree that when we come to the time to mark up 
this bill, we will undoubtedly add several amendments, too, and that 
this is as good a place to incorporate into the record the excellent 
suggestion you made some minutes ago during the recess that strikes 
me as being very meritorious. I refer to the suggestion that we 
should consider the possibility of taking the bill that I introduced 
today and incorporate section 2, a rewording of it, as an alternative 
procedure or proposal for the present language of 2576. That is, we 
should give the Commissioners the authority to either seize or pro- 
ceed by way of a contractual arrangement with the Capital Transit 
Co., or other possible sources, to supply services in the area for the 
year. I think if we placed them in alternative position they would 
be in a position to work out with Capital Transit, if it can be worked 
out with Capital Transit, either an arrangement for operating the 
lines under a seizure procedure or under a contract procedure. Speak- 
ing only for myself, of course, I think it would be much better to work 
out a contract arrangement. 

And while I am on this point, if Senator Case and the chairman 
permit, I think I have one observation on Mr. Broadwater’s testimony 
that ought to be made for the record. 

I think Mr. Broadwater knows my respect for him and my belief 
that this matter could be settled amicably by procedures that Mr. 
Broadwater and his associates simply deem unacceptable. But when 
Broadwater says that when you boil this down to its essence the only 
thing involved is a dispute between the union and the company, I find 
myself taking exception to that observation. I wish that were true. 
But I think it is a much more complicated picture than that. 

I think we have as Senators the situation confronting us that very 
responsible, and in my judgment, highly competent and very able, 
trustworthy public servants with unquestionable integrity in the posi- 
tion of District Commissioners, have said to us that as Government 
officials, they think the time has come that, in order to give satisfactory 
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transit service to this District, the franchise should be lifted. Now, 
it is more than a controversy between this company and the union, it is 
also a controversy with our city officials, who publicly manifested in a 
very dignified statement their lack of confidence in this company. 

We have a situation in which the officials of that company have 
attacked officials of the city government. And now, you cannot main- 
tain a situation where a company and a city government find them- 
selves in such a controversial 1 elationship. J don’t think Mr. Broad- 
water, Mr. Jones, or anyone connected with the company, will deny, 
of course, the power of Congress to cance] this franchise, nor would 
they deny in times past, in other cities for various reasons, franchises 
have been canceled, where the power was reserved to cancel them, and 
the city government found itself in a position where it found it could 
not do business with the transit company and carry out what it con- 
sidered to be its public obligation. 

So we have a Situation here, whether you gentlemen like to admit 


or not, where you are in conflict, not only with the union- 
the only issue, 


it 
-if that were 
I wouldn’t be asking for seizure, 1 wouldn’t be asking 
for a bill that would provide for the canceling of this franchise—but 
you are In a situation, I think, where you have reached a point of im- 
passe with the city government. I think the way to solve the problem 
is to just give the city government officials the power to go ahead and 
negotiate with a new company. 

And that means lifting the franchise. 

I have read the record of the debate at the time the Merger Act of 
po: was passed. I can reach no other conclusion than that it 


Was 


early in tended by the Congress at that time that the power to cancel 


ie franchise should be clear ly reserved by the C ongress. In the state- 
ments by Blaine, of Wisconsin, and Capper, of Kansas, at that time it 
was made very clear that they intended that the Congress could lift 
this franchise at its discretion at any time, 
troversy over lifting the franchise. 
Blaine was the author of section 13. 

That doesn’t mean that any property they might make use of during 
the period of lifting the franchise could be used without compensation. 
There is no one in the company or in the Congress who will fight 
harder to see to it that you get just compensation for any use of your 
property, if the seizure route is followed, or, 
route is followed. 

But in this case we have a matter of public policy determination, 
whether we should back up our city officials who have reached the 
conclusion that this franchise ought to be canceled. And until good 
cause is shown to me why it shouldn’t be canceled, I am going to back 
wp the Government officials. 

I close, because I think we have said this over and over, and it doesn’t 
do any good to say it for the record. I think we have reached the 
point—we have given these gentlemen an opportunity to make a 
record for us to consider in w riting up this bill, and I think we have 
reached the point, Mr. Chairman, where we ought to go ahead and 
mark up a bill, with the assistance of legal counsel. 

But I have always felt—the union can close its ears for a minute, if 
it wants to—I have always felt—and I speak most respectfully, and 
only out of a desire to make a contribution to a peaceful settlement—I 


. and without any con- 
It is important to recall that 


of course, if this contract 
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have always felt you had everything to gain and nothing to lose by 
arbitration. I have always felt that you would come out of an arbitra- 
tion, as I have studied the facts of this case, a lot better than you 
would have thought you would have come out. 

In fact, when you come along with a 10-cent proposal for a wage in- 
crease, I kind of scratched my head and said, “On the basis of the 
figures that Mr. Broadwater has submitted, where does he get the 10- 
cent figure?” And I have arbitrated scores of cases. I don’t know 
whether an arbitrator would award 10 cents in this case. He might 
award more, I would admit, but I don’t know that he would award 10 
cents. 

I don’t know anything about the pension situation. But you have 
been willing to go along with a 10-cent wage proposal, and a pension 
proposal, and then, in my judgment, you spoiled the whole thing by 
then tacking on some provisions which interfere with the Public 
Utilities Commission’s judicial processes, and put the Congress in a 
position where we would in effect be fixing wages, and you provide in 
your proposal, if I understand the recommendations of C ongressman 
Broyhill and Congressman MeMillan as being your proposals, or pro- 
posals with whic ho you agree, you then propose a good many other pro- 
cedures which, in my judgment, would just make it impossible to settle 
this case that way. 

I was interested in what Mr. Bierwagen said here this afternoon 
about arbitration. I wasn’t going to get into this, but I want to say 
as an arbitrator, if Mr. Bierwagen came to me, and the company came 
to me with the proposal that I started to arbitrate the economic issues 
with an advance commitment on my part that I would have to give 10 
cents, I would say, “Go find another arbitrator.” 

I don’t believe in walking into a courtroom and saying to the judge, 
“T am going to write part of your decision now, and we will let you 
write the rest.” 

The judge has to go in there with a clean table in front of him if 
he is going to arbitrate—and let me say that arbitration is a purely 
judicial process. A lot of people seem to think that there is horse- 
trading and compromising and mediation in arbitration. Not in my 
arbitration courtroom. You come in and present it before a court that 
has become your private court, and the arbitrator sits there as a judge 
just like any judge sits on the bench anywhere. And you present your 
case to him on the whole series of economic issues. 

And I think it is the way to settle this case. You have thrashed it 
around, you have made perfectly clear your position in the matter. 
For whatever it is worth—and it is gratuitous advice, I know, and 
as most free advice, it is probably worth about that much—but I give it 
freely and sincerely—I think you are missing a great opportunity to 
demonstrate a public relations good will in this community, that would 
take this community by surprise and unbalance the union a little bit 
too. I would just like to see the union officials come in to an arbitra- 
tion courtroom and present the economic data that they think will 
support the full demand they have made. Let them try it. meet them 
on that judicial basis, and then turn it over to an arbitrator for a 
judicial determination. 

I want to say that I cannot imagine that you would find yourself in 
a position after that award came down whereby a Public Utilities 
Commissioner or a Board of District Commissioners wouldn’t take 
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these steps necessary on the merits of the matter to see to it that you 
have got fair economic treatment under that decision. 

And I say that, gentlemen, because that is the history of arbitra- 
tion in the whole railway field. I want to say that I don’t think you 
can cite a single emergency board decision under the Railway Labor 
Act, in which. the railway has not received equitable and just treat- 
ment from the Interstate Commissioners subsequent thereto. But you 
have to get the decision first. Instead, you gentlemen, in effect, are 
saying to this community, “You have to give us the money first.” 
That is not the way to c arry out a judicial determination of this case. 
[ think you ought to have more confidence in the judicial processes of 
this District of Columbia than your adamant position points out. 
And I am not scolding about it, I am not critical about it, I am simply 
stating Senator Morse’s point of view. But I have such a firm belief 
in the judicial determination of these questions, that I think that is 
where you ought to place the problem. 

Mr. Broapwarer. May I reply to that ? 

Senator McNamara. Surely, we would be glad to hear from you. 

Mr. Broapwarer. I would like to disabuse your mind, Senator, that 
there is not been any type of legislation in any shape or form sug- 
gested to any legislative body or any legislator individually by any 
representative of the Capital Transit Co. I inferred from your re- 
marks that you thought that I had suggested some legislation to 
Broyhill. I have suggested nothing. 

Senator Morse. I inferred from new spaper stories that you were 
not in opposition to legislative proposals that were coming over from 
the House side. 

Mr. Broapwarter. I haven't seen any comment on that. Maybe you 
and I don’t read the same newspapers. I don’t say it wasn’t in there 
but I didn’t see it. 

I just want to make this observation. When was the last time you 
were an arbitrator, if 1 may ask the question / 

Senator Morse. During the war. 

Mr, Broapwater. This last war? 

Senator Morse. This last war. 

Mr. Broapwarer. That is ten years ago. 

Senator Morse. Ten years ago. 

Mr. Broapwater. They have got an entirely different type of arbi- 
trator now. 

Senator Morse. It is your own fault if you get that kind of an 
arbitrator, because under an arbitration agreement you reserve the 
right to enter into an agreement as to the provision of the selection 
of an arbitrator. There isn’t anything that prevents you people from 
offering to have a renowned judge selected as arbitrator of this dis- 
pute, and I think both sides have put yourselves into a position where 
you would be perfectly justified in asking to have someone now sit- 
ting on the courts to serve as judge. It happens many times. And 
there are many abritration agreements in various St: ites where the 
chief justice of the supreme court, or some well-known judge in the 
State on the cireuit bench is named in the arbitration arcs ment either 
to arbitrate the dispute or to name the arbitrator. I am not worried 
about the danger of your getting a bad arbitr ator. 

Mr. Broapw. ATER. I would like to make this observ: ation, and I hope 
you will remember it. I don’t know where this thing is going from 
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here. I hope it doesn’t go to arbitration. I am going to do everything 
I can to prevent it from going into arbitration because I think that is 
wrong. if you legislate or pass compulsory arbitration and the award 
doesn’t come ope very substantially in excess of the 10 cents an hour 
offered, I will donate $10,000 to your campaign next time you run 
for office—$5,000, I believe that is the limit. 

Senator McNamara. And it is next year that you run, too. 

Senator Morsr. I haven’t been so highly flattered in a long time, 
because I couldn’t imagine anything that would cause you to ‘donate 
$5,000 to my campaign. It also illustrates what I said the other day, 
if we got off on a fishing expedition the other day, 1 am not sure that 
we wouldn’t come out in complete agreement as to what should be done 
about this case. 

Mr. Jones. May I make this observation? I think you are probably 
under some misapprehension as to the offer of this company. We 
vere called over to see Mr. Broyhill and Mr. McMillan. And we told 
those gentlemen that we felt that we ought to do everything in the 
world we could to get the wheels rolling. We attached no strings to 
that offer whatever. It is 10 cents, $5 on the pensions. We will take 
our chances on the PUC taking care of it—nothing in advance, no 
commitment in advance, or anything else but the PUC did at the last 
meeting of this committee, I think, filed a prepared statement in which 
they said that if we did make an agreement with labor they would 
attempt promptly to give us some relief. We don’t know when that 
would be but there were no strings or impossible conditions attached 
to that offer, it was a binding offer for a 1- -year contract, we to take 
our chances on getting some Telief from the PUC. And I gathered 
from what you said that you were still under the impression that we 
had attached some strings to that offer; that the money had to come 
from somewhere first, we had to see it. But there were no conditions 
whatsoever. 

Senator Morse. I am very glad to have that clarified for the record, 
because you are quite right. I understood that your offer was involved 
in a legislative proposal — 

Mr. Jones. Not at all, sir. 

Senator Morse. And for a 120- or 180-day period of negotiations 
to be followed then by some other course of action. And now I under- 
stand what you are offering is a straight 10-cent per hour increase and 
a $5 increase on pensions, and that is- 

Mr. Jones. For a 1-year contract—— 

Senator Morse. For a 1-year contract and that is the total offer you 
make in respect to all the claims of the union involved in the dispute. 

Mr. Jones. And as we went out, that will probably put the com- 
pany in the red, to the best estimate we can make. We have offered to 
give the union everything we expect to make. 

Senator McNamara. I certainly want to say that for our record 
here this is a new position for you, “because you have made it very plain 
in the previous meeting here to us, that any increase would have to be 
depending upon relief from the officials involved. 

Mr. Jones. But the offer that we made, as I pointed out to Senator 
Morse, was made—when was it, Mr. Broadwater ? 

Senator McNamara. Since our last meeting, we recognize that, just 
a few days ago. 

Mr. Broapwater. I have forgotten what day it was 
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Mr. Jones. Monday of this week. 

Mr. Spencer. Mr. Chairman, if I could go gack to this Maryland 
operation for a moment, I think that we ought to give serious con- 
sideration to adding a further provision in this bill that would give 
the Commissioners authori ity to operate in Maryland with the consent 
of the Public Utilities Commission over there along these routes. 1 
believe that if such a provision were in the bill, it would clarify that 
situation, so that there wouldn’t be—— 

Senator McNamara. The staff has already made a note of that, and 
we will give that very serious consideration, you may be sure. 

Do you have anything further, Mr. Broadwater ? 

Mr. Broapwatrer. Commenting on Senator Morse’s statement, one 
of the things that motivated me in making an offer that I considered 
beyond the ability of the company to meet, unless we are going to op- 
erate without any profit, based on the statement that you made that 
the Congress of the United States—and it has been made by other Sen- 
ators, I think, Senator Neely, to get this thing settled, and then Con- 
gress will do what is right by you—I was willing to take that chance, 
I made that offer, Mr. Senator, and may I respec otfully suggest to you 
that you try to get it accepted; I made it in good faith because I recog- 
nized the inconvenience of this thing. I recognized that thousands 
of people are suffering, and it has been expensive for me, too, as well as 
everybody else, and I would like to get rid of that too. But what I 
have offered, Senator, is all that the company can make. That isn’t 
acceptable to the union. Obv iously, if they are going to work, some- 
body has got to provide some money. May I respectfully suggest to 
you that now is the time for the Congress of the United States to fune- 
tion on the basis that you would see . that what is right. and proper is 
done by this company. 

Senator Morse. May I repeat what you and I have been in agree- 
ment on since 1953. I also think that you are entitled to some legis- 
lative relief, both on the matter of school fares and on the matter of 
the gross receipts tax. I still hold to that point of view. I do want 
to say most respectfully that I do not think that members of this com- 
mittee should engage in mediation service for these parties, I think 
that ought to be ‘done by the Mediation Service downtown, not by a 
congressional committee. But all I can say on that is, I think if you 
have a chance to mediate your differences, you ought to proceed and 
try todoit. It is not my job tosit asa mediator, and I think it would 
be a misuse of my position to sit as a mediator. 

Senator McNamara. He didn’t say he wouldn’t do it, though, if you 
have any new propositions. 

Mr. Broapwater. I would just like to point out to him that IT have 
been waiting for 4 years for the Congress to function on a school bill; 
the Senator well knows that. 

Senator Morse. We got it through the Senate. 

Mr. Broapwater. You have got the school bill sitting up there. 
There were no controversial issues involved, you could pass it this 
afternoon if you saw fit. It has already passed the House. But in 
this bill you have got some controversial provisions that, I understand, 
are probably objectionable to some Members of the House, and there 
we are locked, 

Senator Morse. At least, we can get it into conference. 

Mr. Broapwater. Don’t talk it to death. 
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Senator Morse. That was on the unanimous consent calendar with- 
out any talk. 

Senator McNamara. We are glad to have your viewpoint expressed 
again. 

Senator Case, do you have any further comments or questions? 

Senator Case. Just a question or two and perhaps a comment. You 
made some statements, Mr. Broadwater, that I don’t really believe are 
justified. 

Mr. Broapwater. All right, sir. 

Senator Case. At least insofar as they apply to the members of this 
committee and perhaps you didn’t intend them to apply to the com- 
mittee. I know of no basis for the charge that the committee is out 
to get anybody at all, or that we are acting in passion or motivated 
by anything other than the desire to do the right thing by this com- 
munity and by the company and by the union. We are seeking dis- 
passionately, but very earnestly a solution to this problem. You ‘made 
a statement specifically that if this bill were passed in its present form, 
S. 2576, it would amount to a corporate rape, I think you said. Now, 
whether, I wonder, you intended that word to apply to the section 
of the bill that would lift the franchise or to the provisions of the 
bill in regard to taking possession and operation of the company’s 
property. 

Mr. Broapwarter. I was making that statement in connection with 
seizing our property, making no provision for compensation, giving 
the authority, delegating the “authority, to the District Commissioners 
to do what they may see fit to do, w ithout any liability, and responsi- 
bility, except at the expense of the Capital Transit Co. owners. There 
has been allegation of the transit company that Congress doesn’t have 
a right to cancel the franchise if they see fit. 

Senator Case. Specifically, your characterization of this bill as a 
potential corporate rape does not apply to the provision which would 
cancel the franchise ’ 

Mr. Broapwarter. I think after the owners of this property have in- 
vested this money that has been invested in it over a period of years, 
and suddenly to take drastic action to wipe out what investment value 
may be left, why, I think that is the type of thing I would consider 
a very serious rape proposition on a corporation. 

Senator Case. We are both using the same word, r-a-p-e, you are 
talking about’ That is the word you used / 

Senator McNamara. That is right; there is no question about it. 

Senator Casr. I just want to be sure about it. 

Mr. Broapwarer. Where the female gets in difficulty, that is what 
I am referring to, corporatewise. 

Senator Casr. I think that was rather an unfortunate word for you 
to use. 

Mr. Broapwater. I use a lot of them. 

Senator Case. I believe it is in the present situation, because, be- 
lieve me, I think the shoe is on the other foot, and I don’t say this 
because I started out with any prejudice whatever because the longer 
[ sit here and hear this story that unfolds in these hearings, and the 
public and private discussions that we have had, the more I am driven 
to the conclusion that this company does not believe that it can operate 
a utility, a transit operation in the city of Washington; that it is hope- 
less about the situation and that it is impossible therefore for us to 
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continue the transit company in the position where it is the only 1 
strument for mass transportation in the District of Columbia. 

I agree with Senator Morse that there is a presumption in favor 
of the soundness of the conclusions presented to us by the District Com- 
missioners, and I have seen nothing presented by the company, either 
publicly or privately, which would rebut that presumption. On the 
contrary, the reverse is true, for it appears that no matter what rate 
increases they are given, they cannot see a future for the operation of 
their company. 

It seems to me that that is due in part to the way—and I won't use 
the word you used—but I will just say the way the assets of the com- 
pany have been dealt with over the years. There has been an evacua- 
tion of property which could have been used to tide this company over, 
and I think it should have been maintained for that purpose, the tem- 
porary lags between expenses and rate increases, the need for readjust- 
of service, and the other uphill and downhill conditions that any util- 
ity must face. The company by its own acts has disabled itself from 
meeting these responsibilities, and I have seen nothing whatever to 
indicate any disposition for any change of operation in the future. It 
seems to me that the case is utterly clear that we must have mass trans- 
portation in the District; that your company cannot and does not feel 
that it can itself meet that responsibility, and we have no alternative. 

Now, on the question of the seizure provisions, no one suggests or 
believes that there is any intention that this property be taken without 
compensation, and any provisions in the bill, if there should be one or 
two inartistic ones, which could lead to a possible misinterpretation, 
can and will be corrected. 

But I am sure you don’t believe, nor does Mr. Jones, that there is 
any intention whatever that the courts should not be available to you 
for the full settlement of a claim for any taking that is involved, and 
actually takes place under the bill. 

There is a question, of course, as to the measure of damages—a ques- 
tion as to whether your property should be valued as the pr operty ofa 
going concern. And I would think it quite proper for the Commis- 
sioners and the public to be in a position to suggest and have the court 
decide that you may have disabled yourselves “from asserting that it 
should be valued at its going concern value. But that is a question as 
to measure of damages for judicial determination. There is no inten- 
tion on anybody’s part, nor could there be, that you will not be com- 
pensated as the court decides you should be for any taking that is 
involved. 

So, I don’t think that it is proper to suggest that any of the provi- 
sions of this bill amount to a rape, or in any way, violent action con- 
trary to due process or established principles of justice. That is the 
only comment I have. 

Senator McNamara. Thank you. 

Mr. Broapwarter. I didn’t see anything in the bill about just com- 
pensation provision that you are speaking of. You asked me to testify 
on a bill, and I read what isin it. Now, if you intend to put something 
else in it, I don’t know. 

Senator McNamara. Well, there is nothing in the bill, as Senator 
Case pointed ane that would take any of your rights away to proceed 
in court for claims along those lines, and the assumption is that you 
would so proceed. 
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So the bill is silent on that particular thing. 

Mr. Jones. There is a provision, Senator, that the District of Colum- 
bia shall not be liable in any suit. I don’t think it meant to go that far, 
but it might be susceptible to that contention. 

Senator McNamara. I think we went into that phase of it in detail, 
and it was assumed that the operators, whoever they be, would be re- 
sponsible, and whether it would be operated in their own name, or in 
your name, the court would have to assess the responsibility in that 
ease ifand when itcameup. Ithink we all agree on it. 

Senator Case. May I say one other thing. I hope very much that 
the parties will see that it is to the advants ge of each of them to narrow 
this very small gap and come to a conclusion quickly. It is not to the 
company’s advantage, as far as I can see, to have this go as it seems to 
be going now. And I am certain that it is not to the advantage of 
the union, because there are problems on both sides. The union won't 
win if we have to take this over. Old employees may not be able to 
find jobs in another modernized operation. And as to the pension 
system, I have understood there is grave question whether it could 
meet its obligations as it now stands on the basis of the property that 
would be available. ‘There is every reason for the parties to get to- 
gether, and I hope very much that they will. 

Senator Morse. Of course, to rebut your remarks and Senator 
Case’s remarks about this compensation matter, it is elementary that 
you can’t write legislation that gives Government the power to take 
over property without compensation in accordance with due process 
of law. It is just an elementary constitutional principle. So, you 
don’t have to spell it out in this bill. This company is protected by 
the due process provisions of the Constitution of the United States. 
They are entitled to compensation, but there is a great difference as to 
what compensation they are going to get, whether they get compensa- 
tion for the use of the property as a going concern, or whether they get 
compensation for property of a company that is in the process “of 
liquidation because the franchise has been lifted. And we might as 
well face that fact. 

And one of the reasons why I think it is so important that we pass 
legislation that lifts that franchise is to protect the people of the Dis- 
trict when it comes to assessing damages for a company that can sit 
back during a crisis, and follow a course of action such as this. If 
we don’t pass such legislation as this they will force us to take them 
over at high value. And I think we have the right to protect the 
taxpayers of the District and of the country. Congress reserved the 
right to lift the franchise. We are in a position where I think the 
franchise should be lifted and this company should get compensation 
a its property under a situation that takes into consideration the 

‘ancellation of the fr _ ‘hise. 

Mr. Broapwarer. May I have just one, short one ? 

Senator McNamara. Yes, 

Mr. Broapwarer. I violently disagree with you, Senator Case, about 
the Capital Transit Co.’s operation. I am excluding myself—I am 
not including myself—but there isn’t a finer, better- qualified, more ex- 
perienced transit operated company in the whole United States than 
the Captial Transit Co. and I will submit that record against any four 
of them you may select. 
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Senator Casr. I don’t think there was any suggestion to the con- 
trary in what I said. 

Mr. Broapwarer. I thought you said there was no disposition on 
the part of the company to run a well-operated company here. 

Senator Casr. The conclusion I drew from everything that has been 


said, was that the company doesn’t feel that this is any longer a feasi- 
ble operation. 


Mr. Broapwarer. Of course, you are entitled to that opinion, but 
[ submit for the record that there isti’t a better operated company in 
the United States than Capital Transit Co. 

Senator Case. We are talking about two different things entirely. 

Senator Morse. The company is saying in effect, “We can’t operate 
a mass transports ition system unless we get more and more money to 
operate it to meet some additional labor costs.” We are confronted 
with a group of Commissioners who are satisfied that if this franchise 
is canceled and we bring in a new company, we can have service ren- 
dered here that will give the people mass transportation without con- 
stant inereases in rates. 

Senator Case. I think that is part of the position, and beyond that 
I think that this management doesn’t feel that any schedule of rates 
would produce the revenue necessary to continue to operate. I haven't 
heard anything to the contrary. 

Senator McNamara. General Lane / 

General Lane. May I make a statement about a recommendation 
the Commissioner made to Congress / 

Senator McNamara. We will be glad to have it. 

General Lane. First, I would like to make it clear in case there is 
any doubt about it, that the three Commissioners shared fully in the 
authorship and sponsorship of the letters and legislation which were 
submitted to you. I would like further to state my own view on this 
legislation and why L endorsed it. 

First, I would like to say that there is nothing personal whatever 
about it. My association with all of the officers of the company—Mr. 
Wolfson himself when I dealt with him has been on a strictly busi- 
ness basis and they have been of the best. I have no complaint about 
the behavior and acts of officers in any regard. They have been 
friendly and good. Our letter makes no mention of any inefficiency 
of the company’s operations during the recent period, because we are 
not charging any such deficiency. It is for that reason, that we didn’t 
go into the question of efficiency or inefficiency. We made no charges 
that the company has acted unlawfully in any way and, therefore, 
we did not quote any statement as to the fact that they have operated 
lawfully in every regard. Our concern here was only with the mat- 
ters which were set forth in our letter to C ongress. 

In essence, the company has stated the paramountey of the stock- 
holders’ interest over the public interest. They have carried that state- 
ment up to the initiation of the strike, and through the first 15 days 
approximately of that strike, until the recent offer of which Mr, 
Broadwater spoke today. 

The reason why I joined in the position taken was because it seemed 
to me that the only way in which we could protect the public interest 
against the assertions of the management was by lifting the franchise. 
The offer made by the company on Monday morning is in different 
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context from their behavior before that time, and was not considered 
at the time of their recommendation. 

Senator McNamara. Thank you. 

We have a few more parties that wish to be heard here. I am going 
to have to ask them to be brief because of the lateness of the hour. 

The next on the list is Mr. Oscar Berry, genera] counsel, Washing- 
ton Gas Light Co. Is Mr. Berry present ? 

(No response.) ; 

Senator McNamara. Mr. Berry can submit any statement he wishes. 

Mr. Turner representing the Washington Central Labor Union. Mr. 
Turner is the vice president. 


STATEMENT OF V. Y. TURNER, VICE PRESIDENT, WASHINGTON 
CENTRAL LABOR UNION 


Mr. Turner. Mr. Chairman, my name is V. Y. Turner. I am vice 
president of the Washington Central Labor Union. We have over 
150,000 members who with their families depend upon the mass trans- 
portation media in the metropolitan area, probably to a greater degree 
than other citizens, since more of them are in the lower wage and sal- 
ary brackets. 

A great deal of what Senator Case and what Senator Morse have 
already said is what we have to say, and some of it has been said much 
better than we could say it here this afternoon. 

We first want to say that the Commissioners have acted in a very fine 
way in accepting their responsibilities to the community and coming 
forward with the recommendations which they have made. 

We, in principle, favor both actions that have been taken; that is. 
both recommendations, the first one on the cancellation of the fran- 
chise and the second one on the question of the seizure. 

On the question of the seizure provision, we are most anxious that 
the rights of collective bargaining be preserved. We recall that when 
the Government took over the coal mines, back in the wartimes, I 
remember that Krug and Lewis reached an agreement affecting the 
coal mines, and we do hope that a proper provision will be in the bill 
to insure that these people, these workers, will have an opportunity to 
carry on collective bargaining. We feel that this company has in 
effect victimized the community and the union by the kind of attitude 
that it has taken. It has refused to bargain in effect with the union 
on any matter that cost them any money up until, I think, the day 
before yesterday when they finally offered the totally inadequate 
increase of 10 cents per hour which, in the light of the position of the 
employees of Capital Transit in relation to other companies around 
the country, not only in wages but in other fringe benefits, was cer- 
tainly a very poor offer and certainly not one that was calculated 
to settle this kind of a dispute, which has been going on for 15 days. 

This company has failed to operate this enterprise according to 
the rules of the game. Not only as private entrepreneurs, but also 
as people who have been running a public utility, which carries even 
a greater responsibility to the community. They keep insisting that 
they must have their fare increase before they give a wage increase. 
Now, I maintain—and I know that the record discloses all over the 
country that—every other public utility has had to go ahead and 
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settle its problems of expenses including wages, and then come before 
the Public Utilities Commission and request that some action be taken 
on the fares. And certainly in this case here, had that been done, 
expedient action would have been taken by the Public Utilities Com- 
mission early in the strike. That was made clear by the Public Utili- 
ties Commission. And this present impasse would certainly not have 
continued to cripple the community as long as it has. 

We also went to state in behalf of our membership that we have 
confidence that Mr. McLaughlin and Mr. Weston—we think that the 
attacks that were made upon them by representatives of the Capital 
Transit were completely unwarranted and certainly not accurate. It 
seems to me that they have both acted at all times in a manner that 
indicates great devotion to the welfare of the community. 

We believe that the taxpayers of the country are being protected 
through the cancellation of the franchise. If that is not done, it 
would seem that what seems to have been an intention that may have 
developed very early in the going, as far as Capital Transit is con- 
cerned, was to milk the assets of the company and then to unload the 
transit company on the community, as presumably a public enter- 
prise. Now, by the cancellation of the franchise at least some of the 
water will be taken out on excessive evaluations that are being made 
by the company on what they do hold, and if it becomes necessary for 
the community to take over the facilities or to pay for them, at least 
we shall. not have to pay an exorbitant amount in a situation of a 
forced sale. 

That about concludes our comments. We haven’t had an oppor- 
tunity to study the bill closely. That is why we have only testified. 

Senator McNamara. Thank you, Mr. Turner. 

Are there any questions ? 

( No response. ) 

Senator McNamara. We have one more name on the list, who has 
requested an opportunity to be heard. Mr. Dollar, executive vice 
president of the Associated Taxicab Operators. 

We will be glad to hear from you, sir. 


STATEMENT OF E. ERWIN DOLLAR, EXECUTIVE VICE PRESIDENT, 
ASSOCIATED TAXICAB OPERATORS, INC., WASHINGTON, D. C. 


Mr. Dotiar. Thank you, Mr. Chairman. 

I guess you wonder where the taxicab interests comes in on this 
today, but the following is a little statement we wish to make for the 
record. 

My name is E. Erwin Dollar, executive vice president of Associated 
Taxicab ess Inc., representing approximately 8,000 of the 
9,000 taxicabs operating in the District of Columbia. 


It is our feeling that the present mass transportation tieup in 
Washington is primarily due to a number of circumstances develop- 
ing over a period of years. 

The taxicab industry’s experience with public officials—the United 
States Congress, and the District of Columbia government—has been 


one which could not have existed in any of the country’s genuine demo- 
cratic municipalities. 





CAPITAL TRANSIT CO. MATTERS 


For years, our industry has asked the Congress to empower the 
local Public Utilities Commission to regulate the number of taxicabs 
that could operate on our streets. Had “this been done, we would not 
now constitute the greatest competition to our mass transportation 
SY stem. 

In such a posit’on, we not only defeat our own interests so far as the 
economical condition of our cabdrivers is concerned but we cause what 
we believe to be the defeatism of the Capital Transit’s desire to operate 
on a reasonable fare schedule. 

It is not the desire of the legitimate taxicab operator to provide a 
quasi-jitney service. It is our earnest hope that the present situation 
will lead to a long-sought improvement in all phases of our public 
transport: ition systems. 

The United States Congress could ill defend itself against a charge 
of gross negligence in its treatment, or lack of treatment, of the trans- 
portation problem in the Nation’s Capital. 

It has permitted, without let or hinderance, the growth of weeds and 
tares on the roadside that have developed into a veritable transporta- 
tion Frankenstein. 

This is particularly true of the taxicab industry but also to a lesser 
degree, of the Capital Transit. The voters of the District of Columbia 
need and require urgent action. 

There is no question that the neglect by the District of Columbia 
over the years is the real reason for the transportation system being 
in the situation in which it now exists. 

Thank you, Mr. Chairman. 

Senator McNamara. That seems to complete our list of witnesses. 

Is there anything further to come before this committee ? 

Thank you very much. 

The public hearing is concluded. 

(Whereupon at 5:10 p. m. the committee adjourned.) 
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